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Year in, year out, gas experts and 
utilities by the hundreds show their 
preference for Barber Conversion Units. 
Why? Because, without frills or fads, 
Barber keeps doing the TOP job in 
actual service and customer satisfaction. 
Recommend and install genuine Barber 


Write for latest Catalog illustrating and listing many 
types of Burners for Appliances, Gas Conversion Burn- 
ers for Furnaces and Boilers, Regulators, and Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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= Rockland Light and Power Co. 


Steam for the first 20,000. kw. unit at the new Hudson Plant of Rockland Light and Power Co., Tomkins 
Cove, N. Y., is supplied by a single B& W Integral-Furnace Boiler, Type FH. Details of this new 200,000 
Ib. per hr. pulverized-coal-fired unit are illustrated on the opposite page. A duplicate unit is now on 
order for this station. 

Advantages of this standardized boiler design contributed importantly to success of the Power 
Company and consultants, Burns and Roe, Inc., in keeping down initial costs of the Hudson Plant, 
as well as simplifying its operation and maintenance. 

More and more power companies are finding the 
B&W Integral-Furnace boiler, Type FH, the best buy 
for steam requirements up to 350,000 Ib. per hr., and 
for outdoor as well as conventional installations. 

Write for Bulletin G-38 describing this popular unit. 
The Babcock & Wilcox Co., 85 Liberty Street, New 
York 6, N. Y. 
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E would like to take this occasion to 

wish all our friends.and faithful 
readers a Merry Christmas and a pros- 
perous and happy New Year. We do so 
with a heartiness tempered only with 
slight tremors of apprehension as to what 
the coming year will bring in the field of 
foreign affairs, domestic economy, and 
politics, and in our own particular field of 
public utility regulation and operation. 


IN one sense, this seems to be about 
the most comfortable postwar holiday 
season. Prices are high but at least the 
stores are full, shortages in consumers 
goods have largely disappeared, and the 
merchants are once more bidding for the 
customer’s dollar. But we cannot get 
away from at least fleeting worries over 
the rumblings which come to our ears 
from China, from war-torn Europe, 
from camps of labor unrest, from the 
government lenders and spenders, and, 
of course, from that ever faithful follow- 
er of our daily affairs, the Collector of In- 
ternal Revenue. As Will Rogers used to 
say, “We seem to be on the verge of 
something or other—but then we always 
have been.” 


One distinct impression that we get 
from the ranks of retail businessmen, de- 
spite the throngs of Christmas shoppers 
and the holiday spirit, is this: All they 
would like to have for Christmas is a nice 
big tax cut. This is especially true of the 
dealers in furs, jewelry, perfumes and 
cosmetics, and others who find them- 
selves under a terrific tax handicap in 
competing for their fair share of the holi- 
day dollars. A ready echo to this senti- 
ment can be found among important 
branches of our own utility family. The 
telephone and telegraph industries, the 
rail, plane, and bus passenger transport 
business, and even to some extent among 
electric companies with their substantial 
interest in the distribution of heavily 
taxed electric bulbs and certain other ap- 
pliances, (See post page 876.) 
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JAMES J. KILPATRICK 


TRANGE though it may seem, a tax re- 

bellion in the next session of Congress 
—if it materializes, as some observers 
seem to think—may have some special 
compensating features for the privately 
owned public utilities. As Representative 
Noah M. Mason of Illinois recently 
pointed out ‘in this magazine, the only 
sensible way to offset a repeal of the 
high wartime excise taxes—in view of 
the mounting Federal deficit—is to re- 
move certain tax exemptions long en- 
joyed by those who operate in competi- 
tion with established tax-paying business 
enterprise. 


Tus idea seems to be taking hold in 
Washington, even in the higher levels of 
the administration. When two such im- 
portant Cabinet officials as Secretary of 
Commerce Sawyer and Secretary of the 
Treasury Snyder have kind words to say 
about the removal of unfair tax exemp- 
tions, despite the political risk involved, 
there is at least ground for hope that 
remedial action will follow eventually, if 
not in the election year of 1950. 


Pustic utility regulation will never 
settle down to a fair and stable basis, as 
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This is under no circumstances to be construed as an offering of these securities for sale, or as an offer to buy, or as a 
solicitation of an offer to buy, any of such securities. The offer is made only by means of the Prospectus. This is 
published on behalf of only such of the undersigned as are registered dealers in securities in this State. 


NEW ISSUE. December 6, 1949 


1,142,095 Shares 
Ohio Edison Company 





| Common Stock 


(Par Value $8 per Share) 


The holders of Ohio Edison Company’s outstanding Common Stock of record at the close of 
business on December 1, 1949, are being offered the right to purchase at $31.875 per share 1,141,995 
shares of additional Common Stock, as set forth in the Prospectus under “Offering to Stockholders.” 
Warrants evidencing such rights will expire at 3 P.M., Eastern Standard Time, December 19, 1949. 
Of the 1,142,095 shares offered, 1,136,437 shares are being offered to stockholders for the accounts 
of the Underwriters and 5,558 shares for the account of the Company. 


Prior to the expiration of the Warrants, the several Underwriters, including the undersigned, may 
offer and sell shares of Common Stock to the public, including shares purchased or to be purchased by 
them through the exercise of Warrants, at prices not less than the price set forth above less any conces- 
sion to dealers and notgreater than either the last sale or current offering price on the New York Stock 
Exchange, whichever is greater, plus an amount equal to Stock Exchange brokerage commissions. 





Copies of the Prospectus may be obtained from any of the several underwriters, including the undersigned, only in states in 
which such underwriters are qualified to act as dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation 
Union Securities Corporation Wertheim & Co. 
Eastman, Dillon & Co. Glore, Forgan & Co. Harriman Ripley & Co. Kidder, Peabody & Co. 
Incorporated 
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F. S. Moseley & Co. Paine, Webber, Jackson & Curtis Schoellkopf, Hutton & Pomeroy, Inc. 


Shields & Company Stroud & Company Tucker, Anthony & Co. 
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long as unfair competition resulting from 
tax inequality continues to bear the label 
of legal sanction. Indeed, the same might 
be said with respect to the exemption of 
certain publicly operated utility functions 
from regulation, itself. To paraphrase 
Lincoln’s famous remark about the 
Union : Utility regulation cannot long en- 
dure half controlled and half exempt. 


SPEAKING of tax exemptions, a pro- 
posal to have the Federal government pay 
local tax, or at least something in lieu 
thereof, is said to be gaining some ground 
in Washington. We hear the Budget 
Bureau is preparing legislation under 
which Uncle Sam would pay out an esti- 
mated quarter of a billion to major cities 
next year. Even the White House is 
understood to have an open mind. 


Topay, the Federal government is big 
business and getting bigger every minute 
in every state in the Union. If the states 
and cities do not get some kind of a quid 
pro quo as a result of this steady en- 
croachment, the bugaboo of eventual 
absolute federalism may not be too fan- 
tastic at all. 


NOTHER field in which multiple prob- 
lems have been following in the 
wake of court decisions is public utility 
rate regulation. Since 1933 or therea- 
bouts, the trend has been in the direction 
of thumb twiddling by the courts, sharply 
reversing an earlier line of decisions 
which presumed to lay down the law of 
regulation for the state commissions in 
considerable detail, The present judicial 
attitude seems to be to let the commis- 
sions do almost anything they please, as 
long as the “end result” can be rational- 
ized on the basis of dollars and cents, 
with due regard for the utility companies’ 
solvency. 


Dr. CLype OLIN FISHER, professor of 
economics, Wesleyan University, now 
raises the interesting question as to 
whether the state commissions feel par- 
ticularly happy about this wide liberty of 
action which results f-om the courts’ re- 
fusal to lay down criteria. In the article 
in this issue, beginning on page 856, Dr. 
FisHER, who served from 1941 to 1948 
as a member of the Connecticut Public 
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CLYDE OLIN FISHER 


Utilities Commission (chairman in 
1947), does some pretty frank exploring 
of the regulatory situation. 


Dr. FisHer was born in 1891 in Kit- 
trell, North Carolina, and graduated 
(AB, ’11) from Duke University, where 
he received the degree of LLD in 1941. 
He also graduated from Columbia Uni- 
versity (AM, ’16) and was awarded a de- 
gree of Doctor of Philosophy from Cor- 
nell University in 1919. In addition to 
his regulatory background, he has had 
wide experience in teaching, having been 
associated with the faculties of Cornell 
University, Clark University, and now 
Wesleyan University. 

+ * * * 


AMES J. KILPATRICK, whose article on 
how the state of Virginia keeps its 
public utilities operating by law despite 
labor unrest begins on page 843, is the 
chief editorial writer of The Richmond 
News Leader. He is a native of Okla- 
homa City and a graduate of the Univer- 
sity of Missouri School of Journalism. 
He joined the staff of The Richmond 
News Leader in 1941 as a reporter and 
took his present editorial post last June. 


THE next number of this magazine 
will be out January 5th. 


Aa Olina 
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How the Remington Electric Deluxe 


Speeds Work 





Solves Typing Problems 


Here’s what satisfied customers say: 


“We cut more than 4500 stencils and we are especially gratified 
at the speed and the quality of the work produced by these 
machines. We estimate that with the use of Remington Electric 
Typewriters our production has increased 50%.” 



























“| like the appearance of our letters with your new Remington 
Rand “100” Type; and find it much easier to read . . .” 


“—Recent tests in this department have shown a considerable 
increase in production . . . we have been able with this machine 
to obtain as high as 17 crystal clear copies.” 


“~—We find that with this new equipment our billing is done 
much faster, the output has increased about 30%, and the 
invoices are neater and cleaner looking.” 


@ The superb Remington Electric Deluxe can accom- 
plish these advantages and at the same time increase 
typing production for your business. The fast, easy, electric 
action allows fingers to fly over the keyboard turning out 
more work, better work in less time and with less effort. 
So why not start saving today, the electric way. For full 
information on how the Remington Electric Deluxe speeds 
work, saves money and solves typing problems, send for 
a FREE copy of “New Office Profits Through Electricity”. 
Address requests to Remington Rand, Department T-35, 
315 Fourth Avenue, New York 10, N. Y. 


Copyright 1949 by Remington Rand Inc. 
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Coming » THE NEXT ISSUE 


* 


THE WASHINGTON OUTLOOK FOR PUBLIC UTILITIES—1950 


Analysis of the possible consequences of new developments in 
Congress and Federal agencies respecting various utility indus- 
tries during the New Year. Francis X. Welch, managing editor 
of PUBLIC UTILITIES FORTNIGHTLY, got eight out of ten 
right for 1949; makes ten new predictions for 1950. 


IS THE FPC ENCROACHING ON LOCAL GAS CONTROL? 


Even though the United States Supreme Court may decide 
against FPC jurisdiction over gas companies exclusively engaged 
in intrastate distribution, the recent trend of FPC interpreta- 
tion suggests the need for positive clarification of the Natural 
Gas Act. Henry F. Lippitt, Il, member of the New York state 
bar, carefully examines the trend and consequences of FPC's 
invasion into debatable jurisdictional areas under the Natural 


Gas Act. 


HOW ATOMIC POWER MAY AFFECT ELECTRIC POWER SYSTEMS 


It is now generally conceded that the impact of atomic fission 
on general business, commerce, and industry will probably take 
the form, in the beginning at least, of furnishing an alternative 
source of fuel for generating electricity by conventional methods. 
Ward F. Davidson, research engineer of the Consolidated Edison 
Company of New York, Inc., gives us a general discussion of 
the economic and technical possibilities which are presently 
discernible in the matter of applying atomic power to our elec- 
tric power systems. 


PUBLIC UTILITY INDUSTRIAL OUTLOOK FOR THE NEW YEAR 


A review and résumé of year-end statements and forecasts by 
leading industrial figures in the various fields of public utility 
activity. The New Year promises an interesting if not exciting 
expansion of operations with the inevitable resulting question 
of regulation and relations with governmental authority. 


* 


A | SO... Special financial news, digests, and interpretations of court and com- 
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mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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GMCs 


Food, furniture and fuel oil . . . the tree, 
the turkey, the toys .. . almost everything 
that moves by motor truck makes its 
contribution toward a Merry Christmas. 


Total truck tonnage has increased 120 
percent in the past ten years and GMC 
has been a pacemaker in this rapid rise 
in truck transportation. Now better 


equipped to “deliver the goods’’ than 
ever before, tough, truck-built GMCs 





"Deliver the Goods’’ 


offer powerful, valve-in-head gasoline 
engines or famed, 2-cycle Diesel models 
. . - Strong, sturdy chassis with rugged 
axles, springs and brakes . . . big, wide- 
vision, easy-riding cabs . . . outstanding 
performance and dependability, unex- 
celled efficiency and economy. 


There’s a better-built GMC for all haul- 
ing jobs . . . for every transportation 
task . .. Christmas time and all the time! 


GMC TRUCK & COACH DIVISION 
GENERAL MOTORS CORPORATION 












another job for a GMC. The 450 Series medium duty 
model illustrated is perfect for this type of work. And 
GMC’'s complete line, ranging from Pickups to giant Diesels, 
provides trucks ideally suited for all public utility jobs. 
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“There never was in the world two opinions alike.” 
—MOonrTaAIGNE 


















Epcar Burton “(Security is the road] toward the static state where 
President, Simpsons, Ltd. there is little risk, little production, and little distribution.” 
of Canada. 
e 
Excerpt from the Monthly Letter, “The paramount interest of everyone should be in main- 
published by The National City taining production, which is the only source of real wel- 







Bank of New York. fare and progress, and sustaining employment.” 


* 























EpitortaL STATEMENT “ .. when government begins to assume other functions, 
The Wall Street Journal. particularly when it begins to enforce ‘shalls’ as well as 
‘shall nots,’ the responsibility for government actions be- 

comes lost.” 

* 

WiuuiaM J. Ketiy “The threat [of nationalization in England] was ignored 
President, Machinery & Allied and laughed off by the conservatives, who simply didn’t 
Products Institute. take the time to fight back and dissipate the fallacious 

























grandeur of these ideas.” 


» 
Bernarp M, BarucH “I admire the English greatly, but I’d like to see them 
Presidential adviser. return to ‘blood, sweat, and tears’ in their economics. 


England is spending too much time on nationalization and 
socialization and not enough on production.” 





e 
Eart BunNTING “Under our present system American manufacturers 
Managing director, National accept the dictates of consumers in order to remain in 
Association of Manufacturers. business. But when the government steps in to control 
prices and profits .. . manufacturers can no longer profit 

by listening to and heeding consumers.” 

- 
PuHeLtps ADAMS “Under the lash of the public power lobby it [81st 
Columnist. Congress] provided millions of dollars for the construc- 


tion of government-owned transmission lines in areas 
where existing, privately owned transmission facilities 
could have been used without expense to the taxpayer. . .” 


a 
Georce H. DuxsBury “The power and responsibility of management are ours, 
President, Eastern Underwriters the power and responsibility of regulation belong to the 
Association. supervisory officials. Intelligent codperation between the 


two, in the matter of rates as well as other matters, should 
lead to sound action and the continued prosperity of free 
enterprise.” 
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Exide-Manchex positive 
plate showing unique 
lead button construction. 





The new EXIDE-MANCHEX Battery 


For dependability and economy in 


SWITCHGEAR SERVICE 


You can always count on Exide-Manchex Batteries for depend- 
able, day-in, day-out performance in switchgear operations. 
They provide improved electrical characteristics, deliver 
increased power (watt) output per unit of space, and assure 
long battery life with low cost maintenance. 


The many fine qualities of Exide-Manchex Batteries are due 
chiefly to the manchester positive plate with its unique lead 
button construction. The buttons, rolled strips of corrugated 
lead, are pressed into holes of the lead antimony grid. Forming 
action expands the buttons and locks them securely in place. 
Only a comparatively small portion of the total lead in the 
buttons is formed initially into active material; the remainder 
is available for gradual conversion in service. 

> Use the new Exide-Manchex Battery for switchgear service, 

stand-by power and other stationary battery applications. It 

provides up to 100% more capacity in the same given space. 


1888 ... DEPENDABLE BATTERIES FOR 61 YEARS... 1949 
B ATT E R | ES “Exide” Reg. Trade-mark U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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K, T. Ketter “The man in the street is going to be vigilantly pro- 
President, Chrysler Corporation. business only when he can identify its interests fully with 
his own.” 
a! 
Gerorce B.’ Gose “Whether we like our pension plans contributory or 
General counsel; Pacific Mutual noncontributory, or whether we like them at all, we must 
Life Inswrance Company. admit that they are here to stay. It is doubtful that any- 






thing short of a severe recession will cause a downward 
trend in the number of pension plans.” 


> 


Epitor1AL STATEMENT “The power to fix fares on privately operated bus 
The New York Times. lines in New York city is the power to destroy, and the 
city government must ask itself, we believe, whether the 
slow attrition to which its fare policy is subjecting these 
lines is not a step on the road to seizure without current 
benefit of due process.” 

















> 







CHar_es E. Witson “We are no longer just a manufacturer and seller of 
President, General Electric electrical equipment. We are a factor in science, education, 
Company. government, and social progress. We have it within our 






power to influence the course and character of all private 
enterprise, What we do may be of historic significance, 
whether it concerns atomic power at one end of the scale 
or plain human relations at the other.” 


> 















Sr OLiver FRANKS “The false identification of progress with material 
British Ambassador to the development conflicts with the basic beliefs on which 
United States. Western civilization has been built... . Progress should 






be judged by the extent to which men use their possessions 
and their power to realize and express their hope and 
confidence in the world. It derives, I think, in the end 
from a religious view of the universe.” 


> 



























Lee C. SHAW “The union movement imposes risks upon the public 
Member, Seyfarth, Shaw & generally as well as upon an individual company’s man- 
Fairweather. agement or ownership. The public is interested in indus- 


trial efficiency because the nation’s standard of living 
depends on its productivity per man-hour, The public is 
also vitally interested in perpetuating and preserving our 
private enterprise system which has produced the highest 
standard of living which the world has ever seen.” 


* 
Dwicut D. EIsENHOWER “|. unless we are careful, even the great and necessary 
President, Columbia University. educational processes in our country will become yet an- 


other vehicle by which the believers in paternalism, if 
not outright Socialism, will gain still additional power 
for the Federal government. . . . [The] army of persons 
who urge greater and greater centralization of authority 
and greater and greater dependence upon the Federal 
Treasury are really more dangerous to our form of gov- 
ernment than any external threat that can possibly be ar- 
rayed against us.” 
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>’s how EBasco engineers can perience in the development and —~ 
help you plan the expansion of operation of all types of-utility 
_ your system—to serve adequately systems and power pools. ag 
present and expected loads and be © Ensasco engineers will develop” 
teadily adaptable to potential ~ several alternative plans with com-. 
“growth and technological ad-. parisons of investments, invest- — _ 
vances: They take all factors into ment costs, operating costs, eval- ~~ | 
account, assuring ‘you minimum uated service and other factors. ~ © 

vi all operating costs.and maxi- You get a complete report on | 
which management can act with ~* 
ce Exasco “specialists study. your assurance. It advises you on when, 
» = =present system, markets, load’ what and where to build. Write for 
rowth and customer service re- a booklet describing EBasco ser-- 
uirements. They coordinate the. vices and facilities. . 
ing of eye" additions - EB Ss “ais 
SERVICES 


INCORPORATED | > 
Two RECTOR STREET © fu et 


u SurW Yorn 6, N. Y. mm EBASCO 


ees ae 























Accounting « Appraisal + Budget + Consulting Engineering +» Corporate Finance « Design & Construction « Industrial Relations 
Inspection & Expediting « Insurance « Purchasing + Rates & siete tall Research « Sales & Marketing « Taxes « Traffic 
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recent 
C-E steam generating units 


for utilities 
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HAWTHORN 
STEAM ELECTRIC 
STATION 


KANSAS CITY POWER & LIGHT COMPANY 


The C-E Unit illustrated here is one of two duplicate units now 
in process of fabrication for the new Hawthorn Steam Electric 
Station of the Kansas City Power & Light Company. 

Each unit is designed to produce, at maximum continuous 
rating, 625,000 Ib of steam per hr at 1335 psi and 955 F. 

These units are of the radiant type with 3-stage superheaters 
followed by finned tube economizer surface and regenerative 
type air heaters. 


The furnaces are completely water cooled using part plain tube 
and part finned tube surface. They are of basket-bottom type 
discharging to sluicing hoppers. 

Pulverized coal firing is employed using bow! mills and ver- 


tically-adjustable, tangential burners. Provision is also made for 
B-354A 


the use of natural gas as an alternate fuel. 





COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 





ON AV NUE NEW 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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what we 





Little blocks, say 2’’ x 4”’ x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 
TO 


2424Farmers Bank Building 
Pittsburgh 22, Pennsylvania 


really make is time!? 








Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 14" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred ar el interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectural 
expression. 


PITTSBURGH, PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 
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PRINTING SPECIALISTS ‘cum 


Pandick Press has worked closely with utility companies — 
for more than a quarter of a century. Our printing . 

- services to this industry range from highly technical PROSPECTUSES 
legal documents to beautifully illustrated descriptive ° 
brochures. ANNUAL REPORTS 

Whatever the nature of your printing requirements, ° 


we believe you will like the assurance of accuracy and INDENTURES 
highest quality that ‘Service by Pandick” brings you. . 


Pandick Press, Tac, | 72 THAMES ST, MEW YORK 6 












PUBLIC UTILITY 


71 CLINTON ST., NEWARK, N.J. 


Established 1923 


A QUARTER CENTURY OF SERVICE 














First Mortgage Bonds, 2%% Series due 1979 


These securities were placed privately and are not offered for sale. 


December 8, 1949. 








Kansas Gas and Electric Company 


Union Securities Corporation 








$3,000,000 


This announcement appears as a matter of record only. 
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FISCAL 
PROGRAM 


This is strictly 
your problem ... but this needn’t be! 


@ You wouldn’t call on a bank to engineer a new power sys- 
tem. But if you have a new fiscal program to “engineer” — or any 
financial problem to solve—that’s a different story. 

One entire department of the Irving Trust Company, for in- 
stance, specializes exclusively in public utilities. Here you can 
discuss your business with understanding men who combine 
financial “know-how” with an intimate working knowledge of 
the industry itself. 

If you would like*to know more about our Public Utility 
Department, why not give us the opportunity to tell you? 


Tom P. Watker—Vice President in charge 


IRVING GRuUsT 


ONE WALL STREET NEW YORK 15, N.Y. 
Capital Funds over $117,000,000 Total Resources over $1,100,000,000 


Wituam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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It provides substantial construction! ... All-around 
simplicity! ... Improved contact design! ... Minimum 
number of moving parts! . . . Simple and powerful blade 
actuating mechanism! 


All these advantages contribute to ease of operation and « 
insure long trouble-free service. 








A fully contro 
ment turns t 


led blade MoOve- 
he blade free of 


Vv. to 230 
to 6000 am ee. 
Peres, ages 
Ask for Publication 4807 ke v 
7 —— | ea fe -* 3 
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Management - Stockholder Relations 


The setting up and prosecution of a proxy solicita- 
tion is a highly specialized segment in the field of man- 
agement-stockholder relations. 


We work exclusively in this field and employ a 
specially trained staff which covers virtually all of the 
United States and the important sections of Canada. 


Our organization has been thoroughly tested for 
competence, capacity and integrity by many leading cor- 
porations in assignments which include the largest ever 
undertaken in the field of professional proxy solicitation. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 





+ . 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &, NEW YORK 
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SURVEY of your consumers’ bills 2ow 

may disclose certain trends that will be 
of considerable value to you in planning your 
rate and promotional programs. 


Let us prepare such consumers’ usage data 
for you. 


After all, we can analyze your bills in 4% the 
usual time .. . and at approximately 4% the 
cost of having them done in your offices by 


your own people. 


The Bill Frequency Analyzer—which we de- 
veloped especially for consumers’ usage data 
—can analyze as many as 200,000 of your bills 
in one day. Consequently, the cost to you is 
but a tiny fraction of a cent per item. 


Send for FREE booklet 


“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. Send for it 


Li? | ) 
This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Public Utilities Fortnightly Extends ta 
Its Many Patrons and Readers 
Cordial Good Wishes for 
Christmas and the 
New Year. 
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Attilities Almanack 








z DECEMBER + 





1 National Farm Electrification Conference ends, Chicago, Ill., 1949. 





{ American Water tx Association, New York Section, will hold mid-winter luncheon 
meeting, New York, N. Y., Jan. 13, 1950. 





{ Canadian Electrical Association will hold annual winter conference, Quebec, Canada, 
Jan. 16-18, 1950. 





4 Merry Christmas, 1949! 





{ Plant Maintenance Show and Conference will be held, Cleveland, Ohio, Jan. 16-19, 1950. 





I American Society of Heating and Ventilating Engineers will hold annual meet- B 
ing, Dalias, Tex., Jan. 23-27, 1950. 





{ Southwest Air Conditioning Exposition will hold meeting, Dallas, Tex., Jan. 23-27, 1950. 





{ American Institute of Electrical Engineers will hold winter general meeting, New York, 
N. Y., Jan. 30—Feb. 3, 1950. 








{ Edison Electric Institute, Electrical Equipment Committee, will hold meeting, Cin- 
cinnati, Ohio, Feb. 13, 14, 1950. 








{ Pennsylvania Electric Association, Transmission and Distribution Committee, will 
hold meeting, Harrisburg, Pa., Feb. 16, 17, 1950. 





z JANUARY @ 





{ Happy New Year, 1950! 





| American Society for Testing Materials will hold committee week and spring meeting, 
Pittsburgh, Pa., Feb. 27—Mar. 3, 1950. 





4 Texas Telephone Association will hold annual convention, San Antonio, Tex., 
Mar. 6—8, 1950. 











{ New England Gas Association will hold annual convention, Boston, Mass., ) 
Mar, 23, 24, 1950. 
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Virginia Keeps Its Public 


Utilities Running 


Design of the Old Dominion’s special Public Utilities Labor 

Relations Act of 1947 and how it has operated in important 

instances to prevent serious public injury from disruption of 

wital service. Two flaws which have appeared in the law pointed 
out and discussed. 


By JAMES J. KILPATRICK* 


I 
HE Old Dominion’s newest labor 
law is working like a charm. 
That opinion is shared generally 
in Virginia, where the commonwealth’s 
Public Utilities Labor Relations Act of 
1947 is regarded as one of the state’s 
finest legislative accomplishments of 
recent years, The statute? may not be 
perfect, as section IV of this article will 
note, but it appears to be the nearest 


*For personal note, see “Pages with the 
itors.” 


1 Chapter 9, Acts of Virginia, 1947. 
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thing to a model labor law for the pub- 
lic utility industry that the nation has 
produced thus far. 

Virginia’s law was born in trouble 
—perhaps the most critical trouble of 
the 4-year administration of Governor 
William M. Tuck. Back in the winter 
of 1945-1946, workers of the Virginia 
Electric & Power Company began to 
stir restively with demands for higher 
wages. Their leadership in the Interna- 
tional Brotherhood of Electrical Work- 
ers (AFL) went into collective bar- 
gaining negotiations determined to 
DEC. 22, 1949 
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press for far-reaching contract gains. 
The power company’s bargaining com- 
mittee resisted these demands with 
equal determination, and the situation 
deteriorated rapidly. Finally a strike 
notice was served, and nearly 2,000,000 
persons in sixty-three Virginia coun- 
ties waited apprehensively for their 
lights to go out. 


CO penere Tuck, an aggressive, 
hard-hitting country lawyer from 
the little town of South Boston, re- 
membered an obscure Virginia law 
dating back to colonial days—a law 
that declared every able-bodied Vir- 
ginia male to be a member of the 
“unorganized militia.” Relying on that 
statute, the governor sent uniformed 
National Guardsmen trooping through 
the offices of the power company to 
serve draft notices on the startled 
workers, Mr. Tuck’s account of that 
situation was told in the Pustic 
Utiuities FortniGHTLy*® of August 
29, 1946, and will not be repeated here. 
Suffice it to say that the strike was 
called off only twenty-four hours be- 
fore the deadline, after two tense days 
that had all parties in a cold sweat. 

Mr. Tuck confessed to intimates 
later that he had figuratively held his 
breath through the final embittered 
week of the 1946 power company nego- 
tiations. There had been a grim possi- 
bility that some fuzzy-cheeked youth in 
the Guard would let a gun go off by 
accident, and thereby provoke a war of 
the most serious consequences. The 
governor, an associate remarked, had 
a law book in one pocket and a horse- 
shoe in the other. 

In the weeks that followed, Mr. 
Tuck concluded that an old militia law 


2 Vol. XXXVIII, No. 5, at page 267. 
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and some good luck were not sufficient 
safeguards for the continued operation 
of Virginia’s public utilities. Out of 
his deliberations in the summer of 1946 
came the basic skeleton of the Virginia 
Public Utilities Labor Relations Act. 
He turned his ideas over to Attorney 
General Abram P. Staples, now a 
member of the state supreme court of 
appeals, who drafted a tentative act. 
This act then was turned over to the 
Virginia Advisory Legislative Council, 
composed of leading members of the 
general assembly, for further study and 
revision. 


N” all members of the council 
approved the bill. Three of them 
filed minority reports, and one, an 
attorney in southwest Virginia, looked 
upon it glumly as “unworkable, uncon- 
stitutional, and fraught with serious 
danger in the application of some of its 


provisions.” The 6-man majority had 
a different view. In a report strong- 
ly recommending the measure, the 
majority said: 


In approaching this bill there is the 
dominant thought that the public at 
large has a right to be protected from 
the acts of the minority, in so far as 
the minority is not enslaved or their 
rights and liberties otherwise en- 
croached upon. The rights and duties 
of the minority are coextensive with 
those of the majority. 

In the field of e.cctric service, it is 
unthinkable that the people of any 
community might be deprived of elec- 
tric current which lights their homes, 
powers their furnaces, refrigerates 
and cooks their food, because of a 
dispute between employees and em- 
ployers, regardless of which is in the 
wrong. It is likewise unthinkable that 
the community should be so deprived, 
by either labor or management, of 
telephone service, transportation, or 
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other services upon which the highly 
integrated society of today depends. 

. It appears, therefore, only just that 
employees and management in such 
fields be required to postpone a strike 
or lockout that will suspend or impair 
service to the public until a reasonable 
opportunity has been had for nego- 
tiations between the parties concerned 
and until the state has had an oppor- 
tunity —-if necessity arises —to take 
appropriate steps to assure the public 
those services which the employees or 
utility are not willing or refuse to 
render. 

The theory of the bill is that the 
parties are encouraged to get together 
on their differences, and that the state 
will step in only when they fail to do 
+ 


Exactly that spirit was written into 
the bill sent to a special session of the 
general assembly in January, 1947. 
The Virginia lawmakers recognized 
the spirit of public protection that runs 
through the entire measure, and gave 
it prompt approval by a vote of 90 to 6 
in the house of delegates and 37 to 1 
in the state senate. Governor Tuck 
signed the bill on January 29, 1947, 
and it became effective that day. 


II 


HE act opens with a statement 
that 


The continuous, uninterrupted, and 
proper functioning and operation of 
public utilities engaged in the business 
of furnishing water, light, heat, gas, 


electric power, transportation, or com- 
munication, or any one or more of 
them, to the people of Virginia are 
hereby declared to be essential to their 
welfare, health, and safety. 


The opening section goes on to de- 
clare that “any substantial impair- 
ment” in the operation of such utilities 
is “contrary to public policy of the 
state.” The object of the law is further 
expressed as an intention to protect 
Virginia citizens from “any dangers, 
perils, calamities, or catastrophes” that 
would result from suspension of vital 
services. Toward that end, the com- 
monwealth asserts its right to regulate 
relations between employers and em- 
ployees of the utilities to the extent set 
out in the act. 

Succeeding sections of the law lay 
down the pattern under which utilities 
must conduct their labor relations. The 
right of utility employees to engage in 
collective bargaining is expressly reaf- 
firmed, but the act then makes it flatly 
“unlawful” for either party to a labor 
dispute “to engage in a lockout, strike, 
or work stoppage” until terms of the 
act have been complied with, 


Few terms are set forth as four 
specific steps that must be followed 
whenever management or labor pro- 
poses a change in wages or in “any 
other matter or condition affecting 


employment.” The steps are: 


7 


. . . the Virginia governor's office has handled scores of 

Gy ts labor disputes with peaceful efficiency. There has 
been no predominant pattern for negotiations. Many pro- 
ceedings have ended after a satisfactory ‘first conference.’ 
Many others have resulted in settlement, often with the 
assistance of a representative of the governor, during the 


‘second conference’ phase.” 
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1. The party proposing the change 
must advise the other side, in writing 
and in detail, of the changes proposed, 
A copy of that notice, setting forth 
the time and place of a first bargain- 
ing conference, to be held within sixty 
days, must be sent to the governor’s 
office. The parties then meet for their 
“first conference,” which may last over 
a series of days. But if the principals 
“are unable to agree,” the proceeding 
moves on to the second step. 

2. Both sides to a-utility dispute 
then must send their representatives 
to a “second conference,” to be held 
within ten days after adjournment of 
the “‘first conference,” but this session 
is recognized as a little more critical 
than the first: “The governor may, 
if he deems it advisable, attend the 
said second conference, and exert his 
efforts to mediate the differences and 
secure an agreement between the 


parties, or he may designate a repre- 


sentative . . . in his stead.” Like the 
so-called “first conference,” the “sec- 
ond conference” may extend over days 
or weeks, If the dispute is deadlocked 
—o?, in the words of the statute—if 
one party feels that “further negotia- 
tions will be fruitless’—the governor 
must be notified. 

3. It then becomes the governor’s 
duty to “request both parties to submit 
their differences or disputes to arbitra- 
tion upon terms and conditions agree- 
able to both parties.” It should be 
noted, in passing, that the governor 
has no authority to compel arbitration. 
He can only “request” it. If either 
side refuses to arbitrate, the parties— 
in actual operation, the unions—become 
free to move on to the final step. 

4. A strike notice may be served on 
the affected utility by the union. The 
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notice must schedule a strike date not 
less than five weeks from the date of 
filing of the notice, and the governor’s 
office must be notified immediately, 


Oy may be seen that the minimum 
length of time thus provided for 
negotiations, or for preparation for 
state seizure of a strike-threatened 
utility, is forty-five days—ten days for 
the first and second conferences, and 
thirty-five days for a cooling-off and 
preparation period. During the thirty- 
five days, the governor is required to 
make an investigation to determine 
whether, in his opinion, the threatened 
strike would constitute a “serious 
menace or threat to the public health, 
safety, or welfare.” If an investigation 
discloses such a menace, the governor 
then must issue a proclamation declar- 
ing his intention to seize the utility in 
the name of the commonwealth at the 
hour of the scheduled strike. 

The governor’s next step is to ascer- 
tain what positions must be filled in 
order to keep the utility operating. 
These facts having been determined, he 
must poll the employees then holding 
the necessary positions to find out 
“whether they will accept employment 
by the state to perform the duties for 
the state that they then are performing 
for the utility.” The regular workers 
are entitled to keep on working if they 
want to, but they are not compelled 
to do so. If they decline, the governor 
is authorized to employ other persons 
and to train them as replacements, It 
is unlawful for either labor or manage- 
ment to interfere with the governor in 
the hiring and training of replacement 
workers, and picketing of the utility 
during this period (or during a 
seizure) is prohibited. 
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Utility Antistrike Law Popular 


a” fomsecnsengg like the [Public Utilities Labor Relations] law. They 

have an abiding conviction that the continued operation of vital 

public utility services is more important than the immediate gratification 

of a union's right to strike, and they are convinced that the 1947 law 

comes remarkably close to the ideal goal of all legislation — to serve 
simply PRO BONO PUBLICO, for the good of everyone.” 





Further provisions of the law per- 
mit the actual seizure of a utility by 
the commonwealth, and its operation 
under state supervision, During a pe- 
riod of seizure, no change can be made 
in the compensation or working condi- 
tions of the employees—a point that 
will be discussed in section IV of this 
article. A utility’s gross revenues are to 
be paid into the state treasury, and 
necessary operating expenses are to be 
paid therefrom. The utility must pay 
the state 15 per cent of its net income 
during the seizure period “as compen- 
sation for (the state’s) services in 
operating the utility.” 


| emer when a utility notifies the 
governor that it is “in position to, 
and can and will resume operations 
and render normal public service,” the 
governor is required to release the 
company and to restore it to private 
management. 

Serious violation of the act—that is, 
a strike or lockout, called without 
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compliance with the law, that results in 
interruption of service—is made sub- 
ject to a maximum fine of $10,000 a 
day. The act contains an exemption for 
utilities operating under the National 
Railway Labor Act, plus the usual 
severability clause as to constitution- 


ality. 
III 


Suz 85 proceedings have been insti- 
tuted under the Virginia law since 
it became effective in January, 1947. 
In five instances, the proceedings have 
led to state seizure of a utility ; indeed, 
at the time this is being written, in 
early September, the commonwealth is 
matter-of-factly running a bus com- 
pany in Alexandria and a telephone 
company serving two small cities in the 
western part of Virginia. 

The first nine cases under the act 
were filed by locals of the International 
Brotherhood of Electrical Workers 
(AFL) against the Virginia Electric 
& Power Company, In each of these 
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cases, the “first conference” failed to 
produce a contract agreement, but the 
“second conference” did. 

The first major case under the law, 
the case which established a pattern 
for all serious disputes thereafter, be- 
gan on February 13, 1947, when the 
Virginia Federation of Telephone 
Workers, representing some 5,000 
telephone workers throughout the 
state, began its “first conference” with 
the Chesapeake & Potomac Telephone 
Company of Virginia. The negotia- 
tions bogged down in the Old 
Dominion, as they bogged down every- 
where in the Bell system that spring. 
Arbitration was refused under step 3 
of the state law and, on April 16th, 
Governor Tuck issued a proclamation 
declaring his intention to seize the 
company’s property on the scheduled 
date of the strike, May 17th. 


M* Tuck immediately designated 
the state corporation commission 
as his agent and the SCC immediately 
set out on a poll of the telephone work- 
ers. A printed letter, calling attention 
to the PULRA, went to each employee. 
At the bottom of this letter appeared 
this statement : 


To THE STATE CORPORATION 
ComMISSION: 


I acknowledge receipt of a copy of 
the act referred to above and of this 
notice, and I will (will not) accept 
employment by the Commonwealth of 
Virginia in accordance therewith. 





Date Signed Signature of Employee 


For several days, telephone workers 
hesitated, unable to make up their 
minds. Then the returns, made public 
daily by the SCC, indicated that a ma- 
jority of the employees would remain 
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at their posts, By April 28th, 4,523 
replies had been received; of these, 
3,465 indicated a willingness to work. 
By May 10th, so many “no” replies 
had been withdrawn and reversed that 
it was apparent the telephone system 
could operate normally in the event of 
a strike. 


| ipeactramaates collective bargaining 
sessions continued. Over the 
rest of the nation, telephone strikes 
disrupted long-distance service and 
knocked out rural exchanges. In Vir- 
ginia lines stayed open. On May 15th, 
a break came in the negotiations and a 
settlement was reached. The strike 
notice was withdrawn, and the gover- 
nor canceled his seizure proclamation. 

In two counties of Virginia’s east- 
ern shore, however, where telephone 
workers were under the jurisdiction of 
the Chesapeake & Potomac Telephone 
Company of Baltimore, a settlement 
was not reached by the date scheduled 
by that union. The 101 employees went 
formally, technically, and legally ‘‘on 
strike” on May 20th—but they re- 
mained at their usual positions as 
employees of the commonwealth of 
Virginia, Three days later an agree- 
ment was reached, and the C&P of 
Baltimore “took back” its property at 
3 pm on May 23rd. 

That was the first seizure under the 
Virginia law. It was accomplished 
smoothly, without apparent bitterness 
or recriminations. The four succeeding 
seizures have taken place with equal 
smoothness; in each instance, the 
workers have decided unanimously to 
stay at their jobs as employees of the 
state. The hostility apparent in many 
sharply contested labor disputes simply 
has not developed. 
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or the telephone case was closed 
in May, 1947, the Virginia gov- 
ernor’s office has handled scores of 
utility labor disputes with peaceful 
efficiency. There has been no predomi- 
nant pattern for negotiations, Many 
proceedings have ended after a satis- 
factory “first conference.” Many 
others have resulted in settlement, 
often with the assistance of a repre- 
sentative of the governor, during the 
“second conference”’ phase. In perhaps 
fifteen cases, the chief executive has 
been required to ask the disputing 
parties to arbitrate; in most of these 
instances, the utility companies have 
refused and strike notices have been 
filed — but the disputes have been 
settled during the 35-day waiting pe- 
riod. 

Only a few cases have gone to 
arbitration. The Washington, Virginia 
& Maryland Coach Company agreed to 
arbitrate, at the governor’s request, a 
dispute with the AFL transit workers’ 
union. Similarly, the Petersburg- 
Hopewell Gas Company and its AFL 
union submitted their problems to 
arbitration in 1947. 

Not until July 3, 1948, was there a 
second seizure under the law. At that 
time, the commonwealth took over the 
bus lines in Newport News of the 
Citizens Rapid Transit Company; the 
system was operated by the state until 
August 29th of that year. On Febru- 
ary 3, 1949, the state seized the 3-city 
transportation system of the Virginia 
Transit Company and ran it for an 


uneventful thirty days, During this 
same period, incidentally, the city of 
Philadelphia was paralyzed by a transit 
strike; the Virginia dispute was 
settled amiably, in an atmosphere free 
of tension and pressure. 

The fourth seizure came on July 
21, 1949, when the commonwealth 
assumed operation of the Alexandria, 
Barcroft & Washington Transit Com- 
pany in the congested area of the 
Pentagon building outside Washing- 
ton, D, C. The fifth came on August 
10, 1949, when the state seized the 
Clifton Forge-Waynesboro Telephone 
Company. At this writing, the two 
utilities still are under state operation. 

Administration of the law has meant 
no additional employees for the gov- 
ernor’s office. Correspondence on pend- 
ing cases is handled by the governor’s 
executive secretary, Carter O. Low- 
ance, or by the chief executive himself. 


IV 


HE Virginia Public Utilities 
Labor Relations Law has not yet 
been tested in the courts, Labor lead- 
ers announced their intention early in 
1947 to challenge the statute, but no 
proceeding has materialized. Several 
outstanding members of the Virginia 
bar, however, have expressed private 
opinions that the law is fully constitu- 
tional, in that it does not compel 
arbitration or compel servitude by 
utility workers, but rather aims solely 
at preserving public welfare. 
Two flaws have appeared, The law 
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not yet been tested in the courts. Labor leaders announced 


q “THE Virginia Public Utilities Labor Relations Law has 


their intention early in 1947 to challenge the statute, but no 


proceeding has materialized.” 
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is silent on the not improbable con- 
tingencies that (1) eventually the state 
may seize a utility that can be operated 
only at a loss, and (2) eventually a 
seizure may be made at a time of 
declining wage levels. 

The first of these is perhaps the more 
serious. It was feared in February, 
1949, for example, when the common- 
wealth seized properties of the Virginia 
Transit Company, that VTC could not 
be operated at a profit. A serious ques- 
tion was raised: Who would meet a 
continuing loss? The state’s general 
fund could not be used to take care of 
payrolls or operating expenses, in the 
absence of any appropriation for that 
purpose, nor were other state funds 
available even if state authorities had 
thought it proper to use them. Yet the 
commonwealth, having expressed its 
positive intention to keep utility service 
in operation without substantial im- 
pairment, scarcely could abandon its 
seizure altogether. 

As it happened, VTC barely squeezed 
out a profit during the thirty days of 
its operations by the state, It took in 
$682,928, and earned a net of only 
$3,189—a return of less than one-half 
of one per cent. On that net income, 
the company paid a 15 per cent fee to 
the state of $478.42, The narrow 
escape from a red-ink operation set 
state officials to thinking, and it seems 
probable that the general assembly will 
work on an amendment to the law next 
January to meet this contingency. 


} Pu concern also has been aroused 
over the act’s application to a 
utility during a depression spiral of 
declining wages. The law specifically 
requires that a utility’s regular employ- 


ees be given first chance at jobs under 
state seizure. They are entitled to keep 
those jobs, with no change in com- 
pensation or working conditions, until 
the company can convince the governor 
of its ability to operate its business 
without interruption. It is apparent 
that union members, adamantly set on 
keeping their wage level, legally could 
go on strike and legally remain at their 
posts as state employees for an indefi- 
nite length of time. No apparent 
answer to this “bug” in the law has 
suggested itself thus far, but this 
problem also is under intensive study. 


ten people of Virginia are little 
concerned about technicalities in 
the Public Utilities Law, but they are 
manifestly concerned about its con- 
tinued existence. During the guberna- 
torial campaign of 1949, a major issue 
was made of the labor-supported candi- 
date’s refusal to state his position clear- 
ly on the PULRA, The winning candi- 
date, State Senator John S. Battle, re- 
peatedly emphasized his support of the 
act, and repeatedly criticized his 
principal opponent for failing to sup- 
port it with the same enthusiasm. This 
issue was not the leading cause of Mr. 
Battle’s victory by any means, but it 
was a contributing factor to his 
opponent’s defeat. 

Virginians like the law. They have 
an abiding conviction that the contin- 
ued operation of vital public utility 
services is more important than the 
immediate gratification of a union’s 
right to strike, and they are convinced 
that the 1947 law comes remarkably 
close to the ideal goal of all legislation 
—to serve simply pro bono publico, for 
the good of everyone. 
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Who Owns 











the Electric 


Company? 
How, by a series of well-phrased advertisements, the 
Wisconsin Electric Power Company informed the 
people that the locale of ownership is Main Street— 
not Wall Street, as is too often the unfavorable 
public opinion. 
By G. W. VAN DERZEE* 
PRESIDENT, WISCONSIN ELECTRIC POWER COMPANY 


what they fear and fear what they 

do not understand. If we accept 
that as true—and it seems plausible 
enough—we can more readily appre- 
ciate why so many people seem to hold 
modern, large American business en- 
terprise in suspicion, 

Among things that seem to bother 
people about business corporations are 
their size, their supposed remote and 
unapproachable ownership, and their 
earnings. Folks generally do not know 
that the large corporations are owned 
and financed by many small investors, 
among whom are their neighbors and 
friends and, indirectly perhaps, even 
themselves. If they fully understood 
this they might readily forgive busi- 
ness its size, for they must realize that 
it takes a big organization to do things 


I has been said that people suspect 





*For personal note, see “Pages with the 
Editors.’ 
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in the big way we do them in America. 
They might also concede corporations 
their earnings if they realized that 
profits, when there are some, are the 
source of dividends disbursed among 
many stockholders and comprise on the 
average a rather modest return on the 
investment made by each stockholder. 

Now there may be some closely held, 
favorably situated companies doing a 
strictly competitive business of a na- 
ture involving little or no public inter- 
est; and it may be that managements 
of such companies are less attentive 
than they might be to what the public 
thinks of them. I wouldn’t be sure. 
But I am sure that public utility com- 
panies which operate a quasi monopoly 
serving the entire public under fran- 
chise and strict governmental regula- 
tion, but which still are beholden to 
private investors for expansion capital, 
do need good public relations and 
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should extend themselves to achieve 
and retain them. 


r my opinion one of the most im- 
portant things our customers and 
neighbors should know is just who we 
are—that is, what is the company? It 
is up to us to tell them. No one else 
will do it for us fairly and accurately, 
and some interested parties may try to 
do it for us with quite careless regard 
for the facts, 

It is easy to recall political campaigns 
in which candidates regaled their audi- 
ences with lurid pictures of overstuffed 
barons in plush Wall Street offices 
syphoning off fat profits “extorted” by 
local companies from the pockets of 
the poor ratepayers. The effect of such 
periodic hokum must be overcome by 
publication of the facts simply, clearly, 
interestingly, and frequently told so 
that those responsible for politically 
inspired misstatements about their 
home utility will soon recognize they 
are damaging the interests of many 
thousands of their fellow citizens and 
probably friends and neighbors. 

It is the duty of management, as a 
trustee of the separate yet common 
interests of the company’s customers, 
investors, and employees, to tell the 
facts of business life and the interde- 
pendence of these three groups which 
in the utility industry practically 
means the public. 

Up until July 15, 1947, our company 
had about 13,000 preferred stockhold- 
ers and 8,000 common stockholders, or 
a total of 21,000, most of whom lived 
in the territory served. At the same 
time most of the preferred shares were 
owned locally, but the greater part of 
the common stock was owned by The 
North American Company. Between 
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July 15, 1947, and July 1, 1948, that 
company disposed of its holdings of 
our common stock principally by dis- 
tributing the shares to its stockholders. 
This resulted in nearly trebling the 
number of stockholders on our rolls. 


rN analysis of the ownership of our 
securities made as of last Novem- 
ber was of such interest that we felt 
we should share the information with 
our stockholders, customers, neigh- 
bors, and employees. Accordingly, we 
gave a summary of the findings in our 
1948 annual report to stockholders 
and in Rail & Wire, our employee 
magazine, and then published a series 
of seven advertisements on the subject 
in thirty daily and weekly newspapers 
throughout the company’s operating 
territory. 

The purpose was to show, as the 
analysis had disclosed, that our stock 
is widely distributed, that to a sub- 
stantial extent it is home-owned in 
Wisconsin and Milwaukee county, and 
that no small group of remotely located 
stockholders controls the operation of 
the company. 

Presentation of these facts on the 
“grass roots” level of a home-town 
company, it was felt, would also con- 
stitute a practical exposition of the free 
enterprise system of American 
economy. 

This series of advertisements 
aroused considerable favorable com- 
ment and wide interest. 

The advertisements appeared every 
other week during March, April, and 
May of this year. The size used was 
4-column width by about 15 inches 
depth in the dailies, and 3-column 
width in the suburban and rural 
weeklies in the area. 
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WHO OWNS THE ELECTRIC COMPANY? 


(Sample ad of “Who Owns the Electric Company?” series.) 


The above illustration, with explanatory text, was one of a series of 

advertisements sponsored by the Wisconsin Electric Power Company 

under the common title of “Who Owns the Electric Company?” (For 
text, see page 854.) 





HE first advertisement was head- 

ed “Main Street, Not Wall 
Street, Owns the Electric Company,” 
and was illustrated with sketches of an 
imaginary small-town business street 
and of Wall Street itself. Its text was 
typical of the series. 

“There are over 60,000 stockholders 
of the Electric Company—47,700 com- 
mon, 12,700 preferred,” the ad read. 
“Our stockholders are located in all of 


the 48 states—in cities, villages, and 
on farms. They are a cross section of 
America and include people in all walks 
of life. 

“There are two and one-half times 
as many common and preferred stock- 
holders in our own home state of Wis- 
consin as there are in New York. Only 
about one out of every seven is a New 
Yorker. One out of every three is a 
Badger. Yes, the principal ownership 
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of the Electric Company is local. 
These investors have put their savings 
into the securities of a ‘home company.’ 

“What do they own? Their stock 
gives them ownership of a company 
which has electric generating plants, 
transmission and distribution lines, 
and other equipment costing $139,- 
000,000. This equipment serves a 
population of nearly a million people in 
Milwaukee county and six adjoining 
counties.” 


HE next four ads were headed 
“Who Owns the Electric Com- 
pany?” with emphasis on the word 
“Who.” The second ad showed an out- 
line map of Wisconsin on which the 
figure “$28,334,320” was imprinted 
and an outline of the United States 
map with the figure “$28,501,410” 
shown. A legend read “Ownership by 
Folks in Wisconsin Just about Equals 
the Other 47 States Combined,” and 
the text said “Your friends and 
neighbors are among our more than 
22,000 Wisconsin stockholders.” 
The next ad showed a picture of a 
capacity audience in the large munic- 
ipal auditorium, and the legend said 
“Our stockholders would fill the Mil- 
waukee Auditorium about ten times.” 
“Some folks may have the impres- 
sion that the Electric Company is 
owned by a mere hand ful of stockhold- 
ers located in New York, the money 
center of the world. The fact is the 
company has over 60,000 stockholders. 
Of these, 22,262 are in Wisconsin and 
they hold over $28,000,000 par value 
of common and preferred stocks, 
nearly one-half of the total.” 
Ad No, 4 showed portrait sketches 
captioned, respectively, housewife, a 
worker in a Milwaukee factory, a 


DEC, 22, 1949 


widow, a city schoolteacher, a tavern 
operator, a nurse at a city hospital, a 
clerk at a local bank, and a retired 
businessman. 

“Your friends and neighbors in 
Milwaukee county own a larger share 
of our stock than is owned in all of 
New York state—including New York 
city, money center of the world,” the 
copy said. “Milwaukee county owners 
have a $19,000,000 stake in the Elec- 
tric Company. . . The average invest- 
ment per Milwaukee county owner is 
about $1,439 compared with $806 for 
the balance of the country.” 


HE fifth ad answered the headline 

question “Who Owns the Electric 
Company ?” by saying “Investors Who 
Average about $1,000 Each,” and the 
text developed that theme. 

The last two ads in the series dealt 
with ownership of the company’s 
bonds and notes. 

“If You Have an Insurance Policy 
or a Bank Book, Chances Are You 
Have a Financial Stake in the Electric 
Company,” said the heading over No. 
6, with an insurance policy and bank 
book illustrated in rebus style. 

“Maybe you don’t know that you 
have a financial stake in the Electric 
Company,” said the copy. “But if you 
own an insurance policy or have a bank 
account, chances aré you are an indi- 
rect investor in our bonds or notes. 

“A total of $62,800,000 has been 
invested in Electric Company bonds 
and notes by insurance companies, 
banks, and others. Electric Company 
bond and note interest help pay divi- 
dends on your insurance policies and 
interest on your bank savings de- 
posits.” 

The final ad of the series showed a 
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large picture of the imposing, block 
square home office building of the 
Northwestern Mutual Life Insurance 
Company — a familiar Milwaukee 
landmark. 

“If you are one of the million policy- 
holders of The Northwestern Mutual 
Life Insurance Company you have 
helped to build the facilities of the 
Electric Company,” the heading said. 

“The Northwestern Mutual Life 
Insurance Company is a large holder 
of our bonds, purchased with some of 
the money that Northwestern Mutual 
holds for the future benefit of your- 
self and your family,” stated the copy. 
“The Northwestern Mutual Life In- 
surance Company is one of several con- 
servative life insurance companies and 
others who have invested a total of 
$60,000,000 in our bonds.” 


) je comments received we are en- 
couraged to believe that this series 
of advertisements has served a defi- 
nitely worth-while purpose in giving 
the public an accurate account of the 


WHO OWNS THE ELECTRIC COMPANY? 


nature of the ownership behind our 
enterprise. Letters from business and 
financial leaders indicated apprecia- 
tion of the series, particularly as a 
contribution in support of free enter- 
prise. 

Following are a few excerpts from 
letters commenting on the advertise- 
ments : 

“T am very glad to see that all types 
of businesses are getting across to the 
public the important part that business 
plays in our national economy. The 
more we do of this the better able 
we should be to stop the drift to 
Socialism.” 

“Pounding home the story of who 
really owns industry in this country is 
of vital importance to us all.” 

“It is essential that the public learn 
the facts about investment in private 
enterprise.” 

Educational messages such as ““Who 
Owns the Company?” should be re- 
peated from time to time, both to re- 
fresh the memories of previous readers 
and to reach new ones. 





vial HERE is too much debt and too much complacency 
about the rate at which private debt is expanding. All 











forms of net prwate debt (individual and corporate) amounted 
to $145 billion at the end of 1945, and at the end of last year 
it is estimated the aggregate of private debt had risen to ap- 
proximately $190 billion, probably the most rapid expansion 
in economic history. In 1948, corporations supplied $104 
billion of their needed funds externally; 1. £., aside from funds 
retained from operations. Out of this sum only about $1 billion 
or 10 per cent was derived from the sale of stocks, both pre- 
ferred and common. Our complacency derives from the un- 
paralleled internal source of funds, principally retained earn- 
ings, which have been at a rate—partly because of fictitious 
inventory profits—that obviously cannot be maintained.” 
—Emit ScHRAM, 
President, New York Stock Exchange. 
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What Says 
For Utility 


the Court? Criteria 


Regulation 


Must the state commissions be resigned to finding 
their own way in strange regulatory fields through 
the lack of guidance and clarification by the courts? 


By CLYDE OLIN FISHER* 


R many years the spotlight of 

Fh pests has been turned upon 
public utility regulation by state 
administrative agencies. Skepticism as 
to the effectiveness of this regulation 
was reflected in the Federal legislation 
of 1935. This legislation clothed the 
Federal Power Commission with far- 
reaching control over certain utility 
companies. While this Federal enact- 
ment was precipitated largely by the 
decision of the United States Supreme 
Court in its recognition of the so- 
called Attleboro gap in 1927," the fact 
remains that the then appraisal of state 
regulation was a significant correlative 
factor. Furthermore, there is no 





*For personal note, see “Pages with the 
Editors.” 

1 Rhode Island Pub. Utilities Commission v. 
Attleboro Steam & Electric Co. 273 US 83, 
PUR 1927B 348. 
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doubt that the enlargement of control 
conferred upon state commissions by 
numerous states, following the enact- 
ment of the 1935 Federal law, was 
designed in large measure to ensure 
state autonomy in utility regulation and 
to prevent what, in the minds of many 
state legislators, was the encroachment 
of Federal bureaucracy into a field 
theretofore regarded as the special 
prerogative of the states. 

If it be granted that state regulation 
failed to produce the desired objectives 
prior to 1935, what, one may inquire, 
is the explanation for the failure to 
fulfill the roseate expectations held out 
in the period following the enactment 
in 1907 of the Governor Hughes pro- 
posals in New York state and a similar 
policy adopted in Wisconsin, a pro- 
gram followed in rapid succession by 
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other states in the years immediately 
after 1907? Certainly one of the fac- 
tors was the failure of the United 
States Supreme Court to give clear-cut 
guidance and to outline valid criteria 
for sound social policy in public utility 
regulation. 


AX social-political action must be 
interpreted in the light of the 
governmental framework out of which 
it emerges. In the United States the 
line of demarcation that separates 
Federal and state jurisdiction has been 
a cause for perennial controversy ; also, 
the separation of powers within the 
Federal government, outlined in a 
written Constitution, has played a 
major role. 

As to the importance of the U. S. 
Supreme Court pronouncements, it 
makes no difference whether one starts 
with the philosophical observation of 
the late Mr. Dooley, to the effect that 
the Supreme Court follows the “‘ilic- 
tion” returns, or whether one begins 
with the observation of the late Chief 
Justice Hughes, made during the in- 
terval between his first and his later 
membership of that court, to the effect 
that the Federal Constitution is what 
the judges say it is. 

In any event, what the U. S. Su- 
preme Court has said at times in the 
past has had a decisive effect upon 
what administrative agencies have at- 
tempted to do. Had the courts been 
clearer and more incisive in their 
political philosophy and enunciation of 
economic policy, lay administrators 
could have done a better job. Perhaps, 
in the final analysis, the courts would 
have given clearer guidance had they 
known what direction led to economic 
wisdom and sound economic policy. 


WHAT SAYS THE COURT? CRITERIA FOR UTILITY REGULATION 
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And possibly the courts would have 
possessed such knowledge had the pro- 
fessional economists come down from 
the rarefied stratosphere of eighteenth 
century metaphysics and given thought 
to major political-economic issues of 
the day. 

In economic theory, as in the fields 
of classical literature and philosophy, 
there seems to have been a studied re- 
fusal to realize that many classics were, 
at the time of their birth, in reality 
“tracts of the time’; that they were 
designed to find rational answers to the 
then pressing problems. We have been 
all too prone to wage quixotic battles 
against the demons of past centuries, 
forgetting that most of the then vital 
issues have been settled, whether right- 
ly or wrongly, by the passage of time, 
and that new and challenging issues 
now call for thought and analysis, The 
shortcomings of the courts, therefore, 
reflect the shortcomings of the econ- 
omists in giving guidance in the mazes 
of economic theory. And the short- 
comings of the economists, in turn, re- 
flect the lethargy of the American 
public, too bent upon pioneering ex- 
ploitation in a virgin economy to take 
the time to work out wise economic 
policy in this as in other fields of 
economic activity. 


Lamesa the fault may rest, it is 
profitable to examine what the U. 
S. Supreme Court has decided from 
time to time with reference to the con- 
trolling factors in utility regulation ; to 
attempt an explanation of the shifts 
made from time to time and to indicate 
what guidance administrative agencies 
presently have for the fulfillment of 
their responsibilities, 

It is generally conceded that the 
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decision in Munn v. Illinois in 1877* 
established once and for all the right 
of government to regulate those indus- 
tries “vested with a public interest,” 
even though this designation may be, 
as Mr. Justice Holmes once observed, 
“little more than a fiction intended to 
beautify what is disagreeable to the 
sufferers.’* As a remedy against abuse 
by the regulating authority the public 
was advised to go to the polls. But the 
court did not for long continue its ab- 
dication and by a series of later deci- 
sions it established the doctrine that it 
was the function of the courts to de- 
cide whether or not there had been a 
violation of property rights guaranteed 
by the Constitution. Not until 1944, in 
the Hope decision,‘ notwithstanding 
suggestions from time to time of what 
might be called a retreat, did the court, 
while it may not have completed the 
swing around the circle to the conclu- 
sion of Smyth v. Ames, indicate the 
restoration to regulatory commissions 
of a substantial degree of the jurisdic- 
tion indicated in 1876. In the Hope 
Case, Mr. Justice Douglas, speaking 
for a majority of the court, declared 
that, when the end result was valid, the 
inquiry of the court was at an end. 
Wide latitude and discretion, therefore, 





294 US 113, 24 Led 77. 

% Tyson v. Banton (1927) 273 US 418, 71 
Led 718. 

#320 US 591, 51 PUR NS 193. 


now rest upon the administrative 
agency providing only that its decisions 
are not so outrageous or capricious as 
to violate the canons of sound judg- 
ment. How adequately the commis- 
sions have met, or can meet, the new 
tests is another matter. 

Of all the major issues in contro- 
versy, none signifies more than does 
that of establishing a proper rate base. 
It is well known that in Smyth v. 
Ames,® decided in 1898, the court 
opened what was in reality a Pandora’s 
box of confusions. Not only did the 
decision indicate both historical cost 
and cost of reproduction as relevant 
factors, but it even engaged in circular 
reasoning to the extent of including as 
criteria the earning power of the com- 
pany to be regulated as well as the mar- 
ket value of its securities. To all in- 
tents and purposes the latter two fac- 
tors, so patently absurd, have been 
ignored and the real struggle has been 
on the relative merits of historical cost 
and cost of reproduction, euphemis- 
tically designated “fair value.” 


— though the court did not at- 

tempt to weigh these two elements, 
in practice both commissions and lower 
courts have felt that they had to give 
major consideration to cost of repro- 
duction. An extreme application of 





5 169 US 466, 42 Led 819. 
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of the governmental framework out of which it emerges. 


q “ALL social-political action must be interpreted in the light 


In the United States the line of demarcation that separates 
Federal and state jurisdiction has been a cause for perennial 
controversy; also, the separation of powers within the Fed- 
eral government, outlined in a written Constitution, has 


played a major réle.” 


DEC. 22, 1949 


858 




















this principle came in 1926 in the 
Indianapolis Water Company Case® in 
which Justice Butler insisted that 
“there is to be ascertained the value of 
the plant used to give the service and 
not the estimated cost of a different 
plant.” True, he did make some con- 
cession under what he called “excep- 
tional circumstances,” not defined by 
the court. Literally viewed, in 1949, if 
this rule be applied, the public utility 
with a fleet of 100 Model T Ford cars 
would be given a valuation identical 
with the 1949 cost of building such 
cars, despite the fact that there no 
longer existed the dies from which the 
cars could be built and the construction 
of new dies would involve astronomical 
costs. 

Apparently the court was none too 
well satisfied with this extreme posi- 
tion and from time to time it made 
partial retreats and suggestions of al- 
ternative criteria. Not until 1942, in 
the Natural Gas Pipeline Case,” did 
the enunciation of a different policy 
become categorical. Here the court 
said: 

The Constitution does not bind rate- 
making bodies to the service of any 
single formula or combination of 
formulas. Agencies to whom this leg- 
islative power has been delegated are 
free, within the ambit of their statu- 
tory authority, to make the prag- 
matic adjustments which may be 
called for by particular circumstances. 


While this observation should have 
freed administrative agencies from 
bondage to the cost-of-reproduction 
formula, it is true that in this particu- 
lar case, and solely for the purpose of 
prescribing temporary rates, the Fed- 





6 272 US 400, PUR 1927A 15, 30. 
7315 US 575, 42 PUR NS 129, 138. 
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eral Power Commission had used cost 
of reproduction to determine a rate 
base. Hence it remained for the court 
in the Hope Case,® decided two years 
later, to approve specifically a rate base 
in the finding of which cost of repro- 
duction had been given no considera- 
tion. So far as Federal constitutional 
limitations are at issue, therefore, no 
commission is now compelled to take 
cost of reproduction into account in a 
public utility rate base. Whatever the 
merits of the present standards—with 
which I am not here concerned—it is 
evident that the transition in the court’s 
position reflects a growing crystalliza- 
tion of economic opinion, reinforced by 
the masterly diagnosis of Brandeis in 
his concurring opinion in the South- 
western Bell Telephone Case, of the 
economic unwisdom and injustice of 
reliance upon cost of reproduction. 
Pending the appearance of this green 
light it is not to be expected that 
commissions could have emancipated 
themselves from what was generally 
thought to be the mandate of Smyth 
v, Ames. 


wegen significant change wrought 
in the Hope Case is the selection 
of the basis upon which depreciation, 
as an expense, is to be computed. Ina 
decision of 1930, in the so-called Bal- 
timore Street Railway Case,® Justice 
Sutherland said, “It is the settled rule 
of this court that the rate base is pres- 
ent value, and it would be wholly il- 
logical to adopt a different rule for 
depreciation.” Upon the assumption 
of the validity of the premise that fair 
value (cost of reproduction) is the cor- 
rect criterion for the rate base, it is not 





§ 320 US 591, 51 PUR NS 193. 
9280 US 234, PUR 1930A 225, 231. 
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Shortcomings of the Courts 


COVE have been all too prone to wage quixotic battles against the 

demons of past centuries, forgetting that most of the then vital 
issues have been settled, whether rightly or wrongly, by the passage of 
time, and that new and challenging issues now call for thought and 
analysis. The shortcomings of the courts, therefore, reflect the short- 
comings of the economists in giving guidance in the mazés of economic 
theory.” 





easy to refute the logic of Justice Suth- 
erland. But perhaps the fallacy lies in 
the premise itself. While many cor- 
porate executives, with the current high 
rate of corporate income taxes, would 
welcome the final acceptance of the 
Sutherland position, no one has yet de- 
vised a system of accounting that 
would enable the accountants to build 
up a reserve that would be adequate, 
and no more than adequate, to replace 
property at some time in the future and 
at prices that will prevail at the time of 
replacement. The court is to be com- 
mended, therefore, for its categorical 
reversal of this position when the Hope 
decision was issued. Here, at any rate, 
the court was reflecting the best ac- 
counting and the best economic opinion 
available. 

Although not involving criteria for 
utility regulation, similar confusion is 
found in the court’s decisions on the 
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constitutionality of regulation of em- 
ployment agencies. In Ribnik v, Mc- 
Bride,” in 1928 the U. S. Supreme 
Court invalidated a New Jersey 
statute which regulated employment 
exchanges and provided a schedule of 
fees to be fixed by a commissioner. 
This, said Justice Sutherland, was es- 
sentially a private business and was 
not vested with a public interest in such 
degree as to warrant the kind of regula- 
tion tried. 


iy is true that Justice Stone wrote 
a vigorous dissent. But not until 
1941 did the court come around to 
the Stone position and, in Olsen v. 
Nebraska," uphold a Nebraska statute 
similar to the New Jersey law which 
had been declared a violation of the 
Federal Constitution in 1928. Perhaps 


10 277 US 350, 72 Led 913. 
11 313 US 236, 85 Led 1305. 
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the court in this reversal was influ- 
enced, not only by the logic of Stone’s 
dissent in the earlier case, but also by 
the serious evils that had been observed 
in the operation of employment ex- 
changes during the depression decade 
of the thirties. Possibly, also, a change 
in the court personnel was not without 
significance. 


| ia in the matter of deciding what 
evidence is admissible in utility 
regulation, it is difficult to reconcile 
some of the decisions of the U, S. Su- 
preme Court. For example in 1937, in 
the case of the Ohio Bell Teleph. Co. 
v. Ohio Pub. Utilities Commission,” 
Justice Cardozo, speaking for the 
court, invalidated a deceision by the 
Ohio commission because, in part, 
the commission considered evidence of 
a decline in values which “did not 
come from any official sources which 
the commission had the right to notice 
judicially ; that they had not been intro- 
duced in evidence; that the company 
had not been given an opportunity to 
explain or rebut them ; and that by their 
use the commission had denied a fair 
hearing in contravention of the re- 
quirements of the Fourteenth Amend- 
ment.” One year later, however, in 
McCart v. Indianapolis Water Co.™ 
the court approved a lower court re- 
versal of a commission order because 
the commission had failed to take 
judicial notice of price changes in the 
interval following the hearing. It is 
difficult to reconcile these two cases; 
the general effect is to leave commis- 
sions in doubt as to proper procedure. 
Is it possible that the court itself, tak- 


12 301 US 292, 18 PUR NS 305, 309. 
18 302 US 419, 21 PUR NS 465. 
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ing judicial notice of price changes and 
the probable impact of commission de- 
cisions, was following a pragmatic 
policy of granting to utilities the 
measure of relief deemed essential for 
healthy existence and financial integ- 
rity? Did the court, by some mental 
vagary, decide that relief was essential 
and thereupon rationalize in such man- 
ner as to do the “necessary” ? 

One of the baffling problems in reg- 
ulation, upon which the courts have 
been forced to decide, is the proper line 
of demarcation between past and fu- 
ture customers of a utility corporation. 
Should a company which has charged 
too much in the past, or too little, share 
the excess earnings with, or make up 
past deficits from, customers at a later 
date? The court has apparently given 
a categorical answer in the negative. 
For example, in the Galveston Electric 
Case of 1922,™* Justice Brandeis re- 
fused to let the company capitalize past 
losses and thereby compensate for 
them by higher rates in the future. 
“Past losses obviously do not tend to 
prove present values.”’ Likewise, in the 
New York Telephone Case of 1926,” 
the court refused to force a company to 
share with its future customers the ex- 
cessive depreciation reserves accrued in 
the past. “The property or money of 
the company represented by the credit 
balance in the reserve for depreciation 
cannot be used to make up the de- 
ficiency.” 


| ay would seem that these two deci- 
sions, representing one case in 
which the company had undercharged 
in the past and one case in which it had 


14258 US 388, PUR 1922D 159, 166, 
16 271 US 23, PUR 1926C 740, 746. 
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overcharged, could leave no room for 
controversy. But the answer is not so 
simple. The courts have not invali- 
dated the so-called “sliding scale” used 
in the Potomac Electric Power Com- 
pany. This plan, it will be recalled, 
permits the utility to charge rates that 
will compensate in part for its failure 
to have achieved its objective in the 
past and it likewise requires the utility 
to share with future customers the 
excesses earned in the past. To recon- 
cile this practice with the fundamental 
doctrine, long accepted, to the effect 
that future customers shall be neither 
the beneficiaries nor the victims of 
errors of the past, calls for a mathe- 
matical technique not covered by the 
books. 


Aw modification, or departure 
from accepted doctrine, is found in 
the so-called “temporary rate” orders 


authorized in New York and in several 
other states. The essential constitu- 
tional safeguard in such orders lies in 
the requirement that the final orders, 
given after due hearing, shall take ac- 
count of the effects of the temporary 
rates. In other words, if the company 
has collected too little, as found by the 
commission, it has the privilege of 
charging in the future an additional 
sum to fill the gap. John Smith may 
find, therefore, that he pays $10 more 
for electricity this year because Tom 
Jones paid $10 too little last year. 
Aside from the question of Smith’s re- 
action to this burden, why, one may in- 
quire, should a company which has 
charged too much, as in the New York 
Telephone Case, not share the excess 
with the John Smiths of today? To 
reconcile these contradictory doctrines 
calls for the utilization of a calculus 
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not accepted by the traditional mathe- 
maticians. Just here, I am interested 
in the existence of the conflict, not in 
attempting to establish the correct 
answer. 


} pe further example of conflict and 
confusion. Should each customer 
pay his own cost or should somercus- 
tomer be served at the expense of 
others? Should a so-called “combina- 
tion” company charge more for elec- 
tricity to make up for losses sustained 
in selling gas? Should those served by 
one branch of a trolley line have the 
privilege of service at a price less than 
cost with the result that riders on other 
lines pay more than would be needed if 
the noncompensatory line were dis- 
continued? Only a few illustrations 
are required to show the confusion. 

In 1930, in the Broad River Power 
Co. v. South Carolina Case, * the U. 
S. Supreme Court sustained a state 
supreme court order which had refused 
to let a company discontinue a streetcar 
line which operated at a loss while the 
company as a whole showed a profit. 
In other words, some customers of the 
company were paying for a service ren- 
dered other customers. Although there 
were other issues in the case, the court 
reached a like conclusion in Georgia 
Power Co. v. Decatur.” As opposed to 
this line of reasoning, in Northern P. 
R. Co. v. North Dakota ex rel. Mc- 
cue, decided in 1915,™* the United 
States Supreme Court would not per- 
mit the state commission to prescribe 
a rate below cost for the hauling of 
coal, even though the loss was offset by 
earnings from the shipment of wheat. 


16 281 US 537, PUR 1930C 234. 
17 281 US 505, PUR 1930C 241. 
18 236 US 585, PUR 1915C 277, 285. 
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“.. it would be no answer to say that 
the carrier obtains from its entire in- 
trastate business a return as to the suf- 
ficiency of which in the aggregate it is 
not entitled to complain.” In other 
words, a company can be compelled to 
operate a “lean” trolley line provided 
only it is matched by a “fat” line that 
makes up the deficit, but a railroad 
company cannot be compelled to haul a 
“lean” shipment at a loss even though 
it is offset by a “fat” shipment of some 
other commodity. 


|g meee this conflict can be resolved 
by resort to common sense and a con- 
clusion as to public policy, rather than 
on the anvil of logic. In many instances 
the lean trolley line would have to be 
abandoned if rates were adjusted to 
make it pay its own way; there was no 
evidence before the court to show that 
coal could not be shipped at rates nec- 


essary to pay its cost. Possibly the 
courts, after all, have pursued a pro- 
gram designed to promote what might 
be called “societal welfare” or to make 
pragmatic adjustments and have util- 
ized whatever logic was available to 


support conclusions reathed by some 
other than logical analysis, 


| jou guidance, then, to regula- 
tory commissions? Even the 


Hope decision, based upon the validity 
of the “end result,” is silent as to the 
criteria by which such results are to be 
measured. Until the court speaks more 
clearly, it is inevitable that commis- 
sions will wander into strange fields 
and lose themselves for want of a com- 
pass. The skeptic might conclude that 
one should look at the latest pro- 
nouncement of the court and then 
project a program which it was hoped 
would receive the judicial blessing. The 
pragmatist, on the other hand, might 
conclude that the courts are seeking 
justice and a method of insuring the 
continued functioning of the economy, 
devising whatever rule may seem ap- 
propriate to the attainment of the goal 
sought. The lifting of the confusion, 
however, would be advanced if only an 
enlightened public opinion, under com- 
petent technical economic guidance, 
could bring its force to bear upon the 
judiciary. 





CC AFTER nearly thirty-five years of operation, the Federal 
Reserve System is threatened with danger, it is threat- 
ened by the kind of thinking that created totalitarianism in 


Germany and Russia and Socialism in England, by 


the rea- 


soning that efficiency calls for concentrating power in bureaus 
in Washington. This is a danger not for banking alone but for 
the whole country. It was the principle of Karl Marz that if a 
group of men could get control of the credit resources of the 
country, they could control the whole country. 

“The seemingly logical move to solve our money problems 
by greater concentration of power over credit in Washington 
and in political hands is subversive of the principles of our 
democracy. If the bankers of the country do not defend the 
system from this danger, no one else can or will.” 

—W. RANDOLPH BurcEss, 
Chairman, economic policy commission, 
American Bankers Association. 
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What’s in.a Name? 
Part IV 


The fourth and concluding instalment of an-account 
of the origin of names given to plant buildings and 
structural works of public utility companies. 


By J. LOUIS DONNELLY* 


Indianapolis Power & Light 


C. Perry plants. On May 28, 

$ 1937, by action of the board of 
® directors of Indianapolis Pow- 

er & Light Company, the name of the 
former Kentucky avenue power plant, 
as well as the former Washington ave- 
nue power plant, was changed to the 
C. C. Perry plant, section K, and the 
C. C. Perry plant, section W, in honor 
of Charles C, Perry who for a period 
of thirty-two years and up until the 
time of his death in September, 1924, 
had served as president of the company 
and its predecessors. There were no 
formal dedication ceremonies. C. C. 
Perry station, section K, oldest plant 
of the company, has six turbines total- 
ing 50,500 kilowatts and fourteen boil- 
ers operating at both 235# and 650# 
gauge. C. C. Perry station, section W, 
contains three turbines of 5,000 kilo- 


*Financial writer, The (New York) Journal 
of Commerce. 
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watts each, operating noncondensing, 
and discharging the exhaust steam into 
the low-pressure steam for the com- 
pany’s steam distribution system. 


Iowa Public Service 


 atemeon station. Renamed No- 
vember 1, 1942, in recognition 
of long services to Iowa Public Service 
of Herbert Blakemore Maynard, an 
officer and employee of the company 
and its predecessors from 1906 until 
the time of his death in 1943. Previ- 
ously known as the Lafayette street 
station and located at Waterloo, Iowa, 
this plant was first placed in service in 
March, 1918. Average output per 
month at that time was about 1,050,- 
000 kilowatt hours a month and, with 
proposed capacity to be added, it is esti- 
mated that by 1960 output will be 28,- 
800,000 kilowatt hours per month. 
When first built, the station had two 
5,000-kilowatt units. Capacity is now 
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40,000 kilowatts and 20,000 kilowatts 
additional are being installed, and 
scheduled for completion in 1951. 
There were no particular dedication 
ceremonies at the time the name of the 
plant was changed. 


Kansas Gas & Electric 


 : eghewed steam-electric station. Dedi- 
cated September 9, 1938, in honor 
of L, O. Ripley, president of Kansas 
Gas & Electric Company. Since the 
beginning of the company, Ripley has 
been its chief operating executive, go- 
ing to Kansas in 1909 as vice president. 
He was made president in 1933. The 
company, which he heads, was one of 
the first to attempt long-distance trans- 
mission of electricity and to tie togeth- 
er central generating stations into a 
great electric system. The plant located 
at Wichita originally had a capacity of 
23,000 kilowatts. A turbogenerator 
of 30,000 kilowatts was installed last 
year, and Kansas Gas & Electric is in 
the process of installing another of 
approximately the same size, expected 
to be in operation this fall. 


Mississippi Power 


| ronads Eaton. Located at Hatties- 
burg, Mississippi, this station is 
named after B. E. Eaton who was 
president and general counsel of Mis- 
sissippi Power Company from its be- 
ginning in 1925 until his death in July, 
1944. The first unit of 22,500 kilo- 
watts was completed in 1945 and a sec- 
ond of the same size completed in 1947. 
A third 22,500-kilowatt unit is now 
under construction and scheduled for 
completion in August of this year, 

At a site near Meridian, construc- 
tion of a huge new steam-electric gen- 
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erating plant is in progress. This gas- 
fired electric station is the newest unit 
in a tremendous program of power de- 
velopment for Mississippi. 

The new plant, scheduled to begin 
operation about February, 1951, will 
have a single boiler and a single turbo- 
generator which, together, will consti- 
tute the largest generating unit on the 
company’s system. 

The plant has been named after 
Lonnie P. Sweatt, president of the 
company since 1944. 


Mississippi Power & Light 


R™ Brown station. Mississippi 
Power & Light Company formal- 
ly dedicated its new $9,000,000 Rex 
Brown steam-electric generating sta- 
tion on November 23, 1948, in honor 
of the man who had been its president 
since 1936. Since 1932 he had been 
vice president and general manager. 
Brown has dedicated forty years of his 
life to the industry. Inscribed on the 
bronze plaque of the new station is the 
statement “Dedicated to the develop- 
ment of Mississippi and to the service 
of its people.” Located at Jackson, the 
first unit of 33,000 kilowatts began 
operation in July, 1948. A second unit 
of 44,000 kilowatts is scheduled for 
completion in December, 1949, and a 
third unit of 66,000 kilowatts is on 
order. 


Montana Power 


H’ USER hydroelectric plant. Named 
in honor of Samuel T. Hauser, 


seventh territorial governor of the 
state of Montana, and a pioneer engi- 
neer and banking leader who was one 
of the first men to develop the Missouri 


He died in 
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river’s power resources. 
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November, 1914. The generating 
plant, located on the Missouri river, 16 
miles northeast of Helena, Montana, 
has six units with a total installed 
capacity of 18,000 kilowatts. 

Hebgen dam. Named for Max Heb- 
gen, former vice president and general 
manager of the Montana Power Com- 
pany. He was largely responsible for 
and supervised various Montana hydro 
projects and started the poles and wires 
for the Milwaukee Railroad electrifi- 
cation. He died August 24, 1915. 
Located on the Madison river in Gal- 
latin county, Hebgen dam forms a 
storage reservoir with a capacity for 
345,000 acre-feet. It stores and regu- 
lates the flow of water for irrigation 
and for Madison and Missouri river 
hydroelectric plants, 

Holter hydroelectric plant. Located 
on the Missouri river, 43 miles north- 
east of Helena, it was acquired by 
Montana Power Company in 1912 and 
was completed in 1918. There are four 
generating units with a total capacity 
of 50,000 kilowatts. It is named for 
A. M. Holter, one of the state’s pioneer 
industrialists. He was associated with 
the first hydroelectric development in 
Montana when, in 1890, he and his 
associates received a permit to build a 
dam across the Missouri and develop 
power. His son, Norman E. Holter, 
now is a member of the board of 
directors of Montana Power, 


| hea hydroelectric plant. Dedicated 
August 6, 1938, as a memorial to 


Frank M. Kerr, who for fifty years 
gave the Montana Power Company 
and its predecessors “loyal and dis- 
tinguished service.” In 1915 Kerr be- 
came vice president and general man- 
ager and became president in June, 
1933. He died May 17, 1940. This 
plant is located on the Flathead river, 
6 miles west of Polson, Montana. The 
initial installation in 1938 provided a 
56,000-kilowatt generator, and a sec- 
ond unit of 56,000 kilowatts was 
placed in operation in June, 1949, to 
bring the total installed capacity to 
112,000 kilowatts. 


Moerrx dam. Named in honor of 
John G. Morony, a banker, who 
in 1907 was associated with John D. 
Ryan in the purchase of the Great Falls 
Power & Townsite Company. With 
the organization of the Montana 
Power Company in 1912, he became 
active in its management. He served 
as a director of the company. Morony 
died May 23, 1915. The plant has two 
generating units with a total capacity 
of 45,000 kilowatts. 

Ryan hydroelectric plant. Formerly 
known as the Volta plant, it was dedi- 
cated in 1940 as a tribute to the 
memory of John D. Ryan, who was 
largely responsible for the organization 
of the Montana Power Company and 
who served as its president until his 
death, February 11, 1933. Ryan was 
also president and chairman of the 
Anaconda Copper Mining Company. 
The dam, constructed in 1915, is lo- 


z 


ice Company of New Hampshire, connected to the system 


q “THE 15,000-kilowatt hydroelectric station of Public Serv- 


in May, 1948, was named for J. Brodie Smith, pioneer of 
the electric industry in New Hampshire.” 
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cated on the Missouri river 15 miles 
northeast of Great Falls, Montana. 
The generating plant has six units with 
a total capacity of 60,000 kilowatts. 


New England Power 


Sew plant. In December, 
1927, the name of the Davis 
Bridge hydro station on the Deerfield 
river was changed to Harriman plant. 
This was in recognition of Henry I. 
Harriman. Construction of this sta- 
tion was started in 1922, when Harri- 
man was president of New England 
Power Company, a subsidiary of the 
New England Electric System. Ca- 
pacity of this hydro plant is 33,600 
kilowatts. 


New Jersey Power & Light 


Og wes station. Located on the 
Delaware river, near Holland, 
New Jersey. This station is named 
after E. M. Gilbert, chairman of the 
board of Gilbert Associates, Inc., of 
Reading, Pennsylvania. Two units 
with a total capacity of 55,000 kilo- 
watts were placed in operation in 1930. 
A 66,000-kilowatt addition is now 
under construction and will probably 
be dedicated early next spring. Gil- 
bert, who at the age of seventy-five is 
still active, is identified with a number 
of well-known engineering projects. 
In 1916 he was chief engineer of all 
of the properties owned by the former 
General Gas & Electric Corporation, of 
which New Jersey Power & Light 
Company was a subsidiary. He was 
directly responsible for the advanced 
design of the original Gilbert station 
and has been constantly consulted rela- 
tive to the present extension of that 
plant. 
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New York State Electric & Gas 

(— station. Formerly the 

Westover station, renamed on 
December 29, 1948, as a tribute to 
William B. Goudey of Binghamton, 
retired vice president and a member of 
the board of directors. A resolution of 
the board said Goudey, who retired as 
vice president October 31, 1946, after 
twenty-eight years of service, was 
“chiefly responsible for the successful 
operation and growth of the corpora- 
tion’s services in and around the city 
of Binghamton.” The station was first 
commissioned in 1917 and by 1944 
had been increased to seven units with 
a total capacity of 98,750 kilowatts. A 
new 80,000 generator has been ordered 
to go into operation in the summer of 


1951. The station is located at 
Binghamton. 
Greenidge station. Named for 


Charles A. Greenidge, whose work in- 
cluded supervision of all major con- 
struction work for operating com- 
panies in the old Associated Electric 
System, which was later superseded by 
the General Public Utilities Corpora- 
tion, and finally by New York State 
Electric & Gas. In naming the plant 
Greenidge station, the company’s board 
of directors adopted a resolution stat- 
ing in part that Greenidge had “given 
unstintingly of his time and energy to 
make provisions for adequate electric 
generation for the New York State 
Electric & Gas Corporation, which ul- 
timately resulted in a new plant located 
at Dresden.” The station went into 
operation in 1938 and a second unit 
added in 1942 with total capacity of 
40,000 kilowatts, 

Hickling station. Dedicated May 5, 
1949, to the memory of the late Wil- 
liam G. Hickling, vice president and 
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Arizona Plant Honors Fallen Lineman 


O* September 8, 1949, the new “Valencia Generating Station” of 

the Citizens Utilities Company was dedicated at Nogales, Arizona, 

with Governor Garvey and the company’s president, Richard L, Rosen- 

thal, taking part in a ceremony with other state and civic dignitaries. This 

plant, with four 920-kilowatt dual-fuel (gas-oil) generating units, was 

named in honor of Rafael Valencia, line foreman, who was accidentally 
killed in the line of duty. 





general manager. The cornerstone of 
this 35,000-kilowatt plant was laid 
October 31, 1947. Hickling came to 
the company in 1941 to take charge of 
operations and construction. At the 
time of his death in April, 1947, he was 
vice president and general manager. 
Located at East Corning, the plant was 
first placed in operation in October, 
1948. 

Jennison station. Located at Bain- 
bridge, New York, this station was 
dedicated December 13, 1945, in honor 
of Ralph D, Jennison, then president 
of the company. In February of this 
year, Jennison was elected chairman of 
the board. As a vice president of Util- 
ity Management Corporation, he 
served as a director of New York State 
Electric & Gas and became president of 
the company in 1937. He served as a 
director of the Council of Electric 
Operating Companies during World 
War II. The first unit of this plant has 
a capacity of 30,000 kilowatts, and a 
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second is scheduled to be installed in 
1950, doubling the capacity. 


Niagara Hudson Power 


7 station. This plant located 
at Niagara Falls, New York, has 
a capacity of 80,000 kilowatts and was 
built 1895-1904. Formerly known as 
Niagara power stations, Numbers One 
and Two, it was changed to the Ed- 
ward Dean Adams station by action of 
directors of Niagara Falls Power 
Company during 1927. Adams was a 
New York financier who became the 
first president of the Cataract Con- 
struction Company, which built the 
present Adams station and which later 
had control of the Niagara Falls Pow- 
er Company when it was first organ- 
ized. This company inaugurated in 
America the long-distance transmis- 
sion of power by electricity. 
Beardslee Falls hydro station. 
Named in honor of Guy Roosevelt 
Beardslee, this plant has a capacity of 




















25,000 kilovolt amperes, with first 
energy generated August, 1924. It is 
located on East Canada creek, west of 
St. Johnsville, New York. Beardslee, 
who was a pioneer in farm electrifica- 
tion, developed this source of water 
power, building a small plant and, in 
1911, sold his interest to a new com- 
pany, which later became a part of 
New York Power & Light Corpora- 
tion. 

Huntley station. With a total ca- 
pacity of 625,000 kilowatts, this is the 
third largest steam-electric plant in the 
world. The first unit was installed in 
1916 and the last in 1948. Located at 
Tonawanda, New York, this plant in 
1926 was designated as the Charles R. 
Huntley station by directors of the 
Buffalo Niagara Electric Company. 
Formerly it was known as the river 
station. Huntley was president of the 
Buffalo General Electric Company, a 
precedessor of the present Buffalo 
Niagara Electric Corporation. Buffalo 
General Electric, under Huntley’s ad- 
ministration, built this large station. 
He was an incorporator, a member of 
the executive committee, a member of 
the first board of directors, and vice 
president and general manager of the 
Cataract Power & Conduit Company, 
which was incorporated in 1896, and 
which was the company which brought 
the first Niagara power to Buffalo in 
1896. He was dead at the time the 
station was named for him. 


nen station. During 1927, di- 
rectors of Niagara Falls Power 
Company named the Canadian Niag- 
ara station in honor of William Birch 
Rankine, a Niagara Falls attorney who 
was organizer of and a pioneer mem- 
ber of the board of the Cataract Con- 


WHAT'S IN A NAME? 


869 


struction Company. Later Rankine 
was a director and a vice president 
and treasurer of the Niagara Falls 
Power Company. He died in 1905, the 
year that construction began on the 
plant which was later to bear his name. 
Total capacity of this station is 94,675 
kilowatts with units installed during 
the period 1905-1924. It is located at 
Niagara Falls, Ontario. 


 pemanaigesy station. Originally 
known as Hydraulic stations (3-A, 
3-B, and 3-C), the name was changed 
in 1927 by directors of Niagara Falls 
Power Company. It was named in 
honor of the Schoellkopf family rather 
than an individual. Jacob F. Schoell- 
kopf I, who had succeeded in complet- 
ing construction of the hydraulic 
canal, and who was the original pioneer 
in the power development of Niagara 
Falls, was succeeded by others of his 
family as officials of the power indus- 
try. 

Altogether four generations of 
the Schoellkopf family have been iden- 
tified with the industry. Paul A. 
Schoellkopf, Jr., is now a director of 
the Niagara Falls Power Company. 
Built 1907-1924, capacity is 334,800 
kilowatts. 

Elmer J. West hydro station. In 
May, 1930, New York Power & Light 
Corporation dedicated this 25,000- 
kilovolt ampere station, located on the 
Scandaga river at the Conklingville 
dam. Late in the nineteenth century, 
with Eugene Ashley, Elmer J. West 
organized the Kanes Falls Electric 
Company. The two men saw the great 
possibilities of water-power resources 
in the Adirondack area and expanded 
their activities. Water rights which 
he obtained in the early 1900’s made it 
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possible to build the Conklingville dam 
and form the Sacandaga reservoir, 
whose water is used to operate the El- 
mer J, West station, 


Ohio Public Service 


R E. BurceEr station. Largest and 
¢ most modern of six generating 
stations of the Ohio Public Service 
Company, this power plant is named in 
honor of R. E. Burger, president. The 
first unit of 65,000 kilowatts was 
placed in operation in April, 1944. 
Numerous obstacles had to be over- 
come in building this plant during 
World War II. Materials were diffi- 
cult to obtain, workers were hard to 
recruit, a severe winter was encoun- 
tered in 1942-1943, and equipment de- 
liveries were delayed two to six months 
because of the war. The plant was 
built high above the ground level so 
that all vital equipment cables would 
be above high-water level. This re- 
sulted in an innovation through use of 
a system of recirculating water back 
to the river through hydraulic turbines. 
The design is different, being con- 
structed of grey stone brick instead of 
the conventional red brick used 
throughout the industry. The new 
plant started operating January 21, 
1944, with prominent utility officials 
and Ohio valley civic and industrial 
leaders in attendance as the steam 
throttle was opened. W. Alton Jones, 


president of the Cities Service Com- 
pany aptly remarked at the dedication 
ceremonies: “The plant is the first of 
its kind in the history of the electric 
industry and is an epoch in power 
plant design. Our engineers have com- 
bined efficiency with beauty and, need- 
less to say, we are proud of her.” 

A second unit of 65,000 kilowatts 
was added to the Burger station in 
December, 1947. Construction of a 
third unit of 100,000 kilowatts was 
begun in April, 1948. The plant is lo- 
cated at Dilles Bottom, on the Ohio 
river, south of Bellaire, Ohio. 


Oklahoma Gas & Electric 


) | yreenaetapery station. Named in 
honor of Lincoln Beerbower, who 
at the time of his death in 1928 was 
manager of the northern division of 
Oklahoma Gas & Electric Company. 
Beerbower devoted thirty-three years 
of his life to public utility service and 
operation. Built in 1929 this steam 
plant has a capacity of 17,000 kilo- 
watts. 

Huey station. Located in Oklahoma 
City, Oklahoma Gas & Electric Com- 
pany has an artistic and efficient plant 
on Belle Isle lake, named for Arthur 
S. Huey. Built in 1930, a second unit 
was added in 1943 increasing capacity 
to 51,000 kilowatts. Huey was presi- 
dent of the company at the time of his 
death in November, 1924, and had been 


e 


generating stations of the Ohio Public Service Company, 


q “R. E. Burcer station. Largest and most modern of six 


this power plant is named in honor of R. E. Burger, presi- 
dent. The first unit of 65,000 kilowatts was placed in opera- 
tion in April, 1944. Numerous obstacles had to be overcome 
in building this plant during W orld War II.” 
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associated with the electrical industry 
since 1885. He was also chairman of 
the H. M. Byllesby Company. 


Otter Tail Power 


| es plant. Located at Wahpeton, 

North Dakota, this plant is named 
for C. B. Kidder, first general man- 
ager of Otter Tail Power Company. 
Mr. Kidder was a native of Wahpeton 
and came to the company soon after it 
was started, around 1910. He served 
as general manager from shortly after 
his employment until his death in an 
electrical accident in the early part of 
1920. The Kidder plant was started in 
1928. The naming of the station was 
announced at a dinner in Wahpeton in 
the spring of 1928, and there was an 
open house for the citizens of the town 
and the surrounding territory shortly 
after the plant went into line in Sep- 
tember, 1928. 


Pacific Gas and Electric 


|. gone plant. Located in Fresno 
county, California, and commis- 
sioned February 20, 1927, this plant 
has a capacity of 44,236 horsepower. 
It is named in honor of A. C. Balch, 
Los Angeles banker, a pioneer in 
electrical development in southern 
California. 

Coleman plant. Named in honor of 
John C. and Edward Coleman of San 
Francisco, who had taken a fortune 
from the Idaho mine in Grass valley. 
They invested heavily in securities of 
the Bay Counties Power Company and 
other early companies prior to the 
formation of Pacific Gas and Electric 
Company. This plant is located in 
Shasta county, commissioned Novem- 
ber 27, 1911, and has a capacity of 
23,123 horsepower. 
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Colgate plant. In Yuba county, 
commissioned September 5, 1899, ca- 
pacity 20,878 horsepower. Named in 
honor of Romulus R. Colgate, New 
York financier and member of a soap 
manufacturing family. He assisted in 
financing this and other pioneer 
plants on the Yuba river. The name of 
the Rome plant, commissioned in 1896 
and abandoned in 1910 as obsolete, was 
derived from the Romulus of Colgate’s 
name. The original Colgate station 
was operated until 1948 when it was 
removed to make room for a modern 
40,200 horsepower plant which was 
placed in operation June 14, 1949. 

De Sabla plant. In Butte county, 
commissioned October 10, 1903, ca- 
pacity 17,426 horsepower. Named in 
honor cf Eugene de Sabla, Jr., who 
with R. B. Colgate and John Martin 
blazed the trail of hydroelectric devel- 
opment in northern California. De 
Sabla in the nineties was operating a 
mining project in Nevada county 
when he promoted the pioneer Rome 
plant. For many years he has been a 
resident of New York. 


| pens plant. In Placer county, com- 
missioned November 26, 1913, 
capacity 73,726 horsepower. Named 
in honor of the late Frank G. Drum, 
San Francisco banker and president of 
PG&E 1907 to 1920. Drum purchased 
R. B. Colgate’s interest in the Califor- 
nia Gas & Electric Corporation in 
1903 and became a director. After the 
fire of 1906 he was credited with pull- 
ing the newly formed PG&E through 
its financial crisis. 

Halsey plant. In Placer county, 
commissioned December 6, 1916, ca- 
pacity 16,756 horsepower. Named in 
honor of N. W. Halsey, head of the 
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Tampa’s Well-known Peter O. Knight 
7 mane station. Several years ago Tampa Electric Company re- 
named its Jackson street station for Peter O. Knight. A large 
bronze plaque with his portrait was installed on the power plant building. 


As he was ill at the time... 


no public ceremony was held. Knight first 


came to Tampa when it was a small fishing village back in the 1890's. 
He was perhaps its most important citizen.” 





New York investment firm which in 
the midst of the panic of 1907 success- 
fully underwrote an issue of $6,000,- 
000 California Gas & Electric Corpora- 
tion unifying and refunding mortgage 
5 per cent bonds. This was the first 
bond financing of the PG&E merger. 
Kerckhoff plant. In Fresno county, 
commissioned August 15, 1920, ca- 
pacity 57,105 horsepower. Named in 
honor of William G. Kerckhoff, lum- 
ber dealer and financier of Los 
Angeles. With A. C. Balch, Kerckhoff 
bought control of the San Joaquin 
Electric Company in 1902, then in the 
hands of a receiver. This was the be- 
ginning of the series of projects and 
mergers which resulted in the forma- 
tion of the San Joaquin Light & 
Power Corporation, which in 1930 
was merged into the PG&E system. 
Martin substation. A major switch- 
ing station of the present PG&E trans- 
mission network, located in San Fran- 
cisco. Namied in honor of John Martin 
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who in early days was a sales agent for 
the Stanley Electric Manufacturing 
Company of Pittsfield, Massachusetts, 
After building the Rome, Yuba, and 
Colgate plants, he went on to become 
a leading figure in the series of 
mergers that resulted in the formation 
of Pacific Gas and Electric Company 
in 1905. 


+ oacmeargy plants. In Nevada 
county, three plants, Spaulding 
Nos. 1, 2, and 3, built in 1917, 1920, 
and 1929, respectively, with aggregate 
capacity of 25,693 horsepower. Named 
in honor of John Spaulding, stage- 
coach driver, miner, and later super- 
intendent of the South Yuba Water 
Company, one of the component com- 
panies merged into the PG&E system. 
The original Spaulding dam was built 
in 1892 to impound water for irriga- 
tion. A new dam was built in 1912 and 
its height increased twice in subsequent 
years. 























Wise plant. In Placer county, com- 
missioned March 4, 1917, capacity 
16,756 horsepower. Named in honor 
of James Hugh Wise, engineer, builder 
of Drum powerhouse and, at the time 
of his death in 1912, assistant general 
manager of PG&E. The company’s 
library also is named after Wise. 

A. G. Wishon plant. In Madera 
county, commissioned September 20, 
1910, capacity 21,448 horsepower. 
Named in honor of the late Albert 
Graves Wishon, founder of the San 
Joaquin Light & Power Corporation 
and president of that company when it 
was merged with the PG&E in 1930. 
Wishon died June 17, 1936. His son, 
A. Emory Wishon, vice president and 
general manager of PG&E, died Jan- 
uary 4, 1948. A projected plant is to 
be named for A. Emory Wishon. 


Potomac Edison 


R PAUL SMITH power plant. Dedi- 
e cated December 9, 1947, in 
honor of R. Paul Smith, president of 
the Potomac Edison Company. Smith’s 
business career, which has been de- 
voted exclusively to the company he 
now heads, began in 1909. He was 
gradually promoted, becoming a vice 
president in 1925 and was named pres- 
ident in 1932. This is the largest of 
Potomac Edison’s sixteen electric gen- 
erating stations. The first of three 
generating units was placed in service 
in 1923. 

A second unit was installed in 
1927 and modernized in 1936. The 
third addition was placed in service in 
October, 1947. Located on the Po- 
tomac river at Williamsport, Mary- 
land, the station, previously known as 
the Williamsport station, is rated at 
84,500 kilowatts. 


WHAT'S IN A NAME? 


873 


Public Service of New Hampshire 


MITH station. The 15,000-kilowatt 
hydroelectric station of Public 
Service Company of New Hampshire, 
connected to the system in May, 1948, 
was named for J. Brodie Smith, pio- 
neer of the electric industry in New 
Hampshire. This plant incorporates 
many “pioneer” features, such as unit 
type electrical equipment, amplidyne 
voltage regulation, and the use of a 
bascule discharge gate 8.5 feet high. 
The station is situated near the center 
of Berlin, New Hampshire, on a site 
originally occupied by several pulp and 
paper mills. Portions of the dam and 
canal of the former development were 
incorporated in the new design, 
Schiller station. This new station 
will be placed in service this fall and 
will be dedicated in honor of Avery R. 
Schiller, president and general man- 
ager of Public Service Company of 
New Hampshire. The fuel-burning 
plant at tidewater near Portsmouth, 
New Hampshire, will consist of two 
7,500-kilowatt units, using mercury 
vapor instead of steam, both coupled 
through heat-exchange boilers to a 25,- 
000-kilowatt standard steam turbine, a 
total output capacity of 40,000 kilo- 
watts. The primary radiation-type, 
fuel-burning boilers are especially 
constructed for the use of mercury, 
and have complete equipment for 
burning either coal or oil. Handling of 
the fuel will be as efficient as the rest 
of the plant, with special apparatus to 
unload coal or oil from seagoing ves- 
sels at the company’s wharves at 
tidewater. 


Rochester Gas & Electric 


|. pn station. Newest electric 
generating plant of the Rochester 
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Gas & Electric Corporation was dedi- 
cated October 27, 1948, in honor of 
Herman Russell, now chairman of the 
board and for eighteen years president 
of the company. Russell went to 
Rochester in 1905 from Michigan and 
advanced steadily. In 1937 he served 
as president of the American Gas As- 
sociation. Only the first unit of the 
Russell station has been completed. 
This has a capacity of 44,000 kilo- 
watts. The second unit of 60,000 kilo- 
watts is under construction and will be 
ready some time next year. When all 
four units have been completed the 
station will have a capacity of 230,000 
kilowatts. 

The new station was officially opened 
in May, 1949. 


South Carolina Power 


on Hagood. Main electric gen- 
erating station in the South Caro- 
lina Power Company system was dedi- 
cated in honor of Benjamin Adger 
Hagood on June 3, 1948. E. L. God- 
shalk, president of the company, 
- presided and speakers included Wil- 
liam -McG. Morrison, mayor of 
Charleston, where the plant is located, 
Representative L. Mendel Rivers, and 
G. L. Buist Rivers of the law firm of 
Hagood, Rivers & Young. The first 
unit of 22,500 kilowatts was first 
placed in operation in December, 1947. 
The second 22,500-kilowatt unit is 
now being installed and a third unit of 
30,000 kilowatts is on order. Hagood, 
who was the first president of South 
Carolina Power, was, at the time of his 
death January 14, 1928, the senior 
partner in the law firm of Hagood, 
Rivers & Young. South Carolina 
Power is a subsidiary of South Caro- 
lina Electric & Gas Company, 
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Southwestern Public Service 


OWETT plant. Named for Edwin C, 

Jowett, who, when the plant was 
constructed in 1930, was production 
superintendent for the Kansas City 
Power & Light Company. At that time 
the Jowett plant was owned by Pan- 
handle Power & Light Company, an 
affiliate of Kansas City Power & Light. 
Southwestern Public Service Company 
purchased the Panhandle Power & 
Light system in September, 1942. 
Jowett was connected with Kansas 
City Power & Light for a great many 
years and was in charge of all power 
plant design work when the Jowett 
plant was constructed. He is now be- 
lieved to reside in Florida. The station 
is located near Mobeetie, Texas. It 
has a capacity of 6,500 kilowatts. 


Tampa Electric 


| Spon station. Several years ago 
Tampa Electric Company re- 
named its Jackson street station for 
Peter O. Knight. A large bronze 
plaque with his portrait was installed 
on the power plant building. As he 
was ill at the time, and unable to attend 
the installation of the plaque, no public 
ceremony was held. Knight first came 
to Tampa when it was a small fishing 
village back in the 1890’s. He was per- 
haps its most important citizen. In 
addition to helping found Tampa 
Electric, he was instrumental in organ- 
izing Tampa Gas Company, Tampa 
Tribune, the Exchange National Bank, 
and other local institutions. He was 
vice president of the electric company 
for a long period prior to becoming 
president about ten years before he 
died. The Knight plant is located on 
the Hillsborough river in Tampa and 
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consists of six units built from 1913 to 
1945 with capacity of 57,500 kilowatts. 


United Illuminating 


= S. ENGLISH station. The gen- 
erating station in New Haven, 
Connecticut, of the United Illuminat- 
ing Company was named about twenty 
years ago when the first section was 
constructed. James S. English had 
been president of United Illuminating 
almost since its organization and, ac- 
cording to William C. Bell, president 
of the company, it was appropriate the 
station should be named for him. 


Wisconsin Public Service 


J P. PutitaAM Bayside plant, On 
¢ October 21, 1947, Wisconsin 
Public Service Corporation dedicated 


recognition of his many years of in- 
dustry and company leadership; of his 
contributions to the growth and wel- 
fare of this utility system, and the 
areas it serves; and in appreciation of 
the inspiration and counsel he has given 
his associates.” Upon organization of 
the present Wisconsin Public Service 
Corporation, in 1922, Pulliam was 
elected president. In addition he held 
the title and responsibility of general 
manager from 1922 to 1944. At pres- 
ent he is chairman of the executive 
committee. The original Pulliam-Bay- 
side plant of 20,000 kilowatts was built 
at Green Bay, Wisconsin, in 1926 and 
remained at that capacity until 1943. 
The plant has now grown in size to 
80,000 kilowatts. New units under 
construction will increase it to 192,500 


its Bayside plant to J. P. Pulliam “in kilowatts. 





New Plant Marks Site of Old Rebel 
Settlement 


Fr the quaint city of Americana, Brazil, on November 24th 
the Americana hydroelectric power plant was dedicated. 
It was named in honor of this flourishing textile community, 
which derives its name from the fact that a group of “never- 
say-die” Confederates migrated to the rich Paulista area from 
Georgia and South Carolina in post-Civil War days. 

The Americana plant will pump an additional 20,000 kilo- 
watts of additional electricity to relieve an acute power shortage 
for some 243 cities and communities. The territory is the 
heart of Sao Paulo, the most highly industrialized state in Brazil. 
Into this state is consigned the greatest outlay of foreign capital, 
chiefly from North America, for industry and agriculture. 

A score or so descendants of the embittered Confederates 
provided an additional North American touch. They helped 
build the plant. Theirs were the ancestors who in 1866 ignored 
General Robert E. Lee’s appeal to accept the defeat and elected 
instead to found a new Dixieland in Brazil. A monument to 
the exiles who settled in this area is an old graveyard near 
Americana with headstones bearing such names as Whitaker, 
Buchanann, Perkins, and Miller. 

The new, $6,500,000 Americana plant is part of the $125,- 
500,000 public utility network in Brazil of American & Foreign 
Power Company, Inc., largest American investor in Brazil. 
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Washington and the 
Utilities 


a 
LL TN 
<—— aod 
Paging Mr. Whiskers 


oa second session of the 81st Con- 
gress will soon face the delicate task 
of balancing the demands for tax in- 
creases (chiefly from the White House) 
against the anguished cries for tax relief. 
The year 1950 being an election year, the 
odds are better than ever against any gen- 
eral personal income or business corpora- 
tion tax increase, Deficits or no deficits, 
the Congressmen are getting plenty of 
mail from the taxpayers each day. They 
will get plenty more after the first of the 
year when more and more taxpayers be- 
gin to sharpen their pencils and tear their 
hair over the forthcoming Ides of March. 

Looking in the other direction—tax re- 
lief, if any—Congress will have no easy 
task. There are so many worthy candi- 
dates that spreading even a few crumbs 
of tax relief equitably would seem some- 
thing like the miracle of the loaves and 
fishés. Judging from the congressional 
mail, everybody is talking about tax re- 
lief. But, as the old negro spiritual puts 
it very succinctly, “Eberybody tawkin’ 
bout heben ain’t a-gwine dar!” 

For years the commercial victims of 
the high wartime excise taxes have been 
screaming — the jewelers, the furriers, 
the cosmeticians, perfumers, night club 
operators, and so forth. The current com- 
petitive Christmas shopping market has 
not put them in any happier frame of 
mind, as they see the holiday dollars 
drifting to other lines unblighted by the 
curse of special taxation. 

Then, of course, there are the public 
utilities, led by the plaintive cries of the 
deficit-ridden telegraph industry. Some 
of the eastern railroads, fighting with the 
planes and busses for passenger business 
under the burden of the recent fare in- 
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crease, may end up with some deficits of 
their own. And all passenger carriers 
alike—by land, air, or sea—would like to 
have Uncle Sam cease cutting himself in 
for 15 cents out of every dollar taken in 
at the ticket wicket. 


HE argument for the abatement of 

the excise tax nuisance seems to be 
getting some very distinguished and re- 
spectable support these days. Even in 
President Truman’s own Cabinet, Secre- 
tary of Commerce Sawyer has come out 
flatly for some kind of relief, and Secre- 
tary of the Treasury Snyder is said to be 
in favor of the idea, provided Congress 
can offset the loss of tax revenues by 
plugging up the tax-exemption loopholes. 
This may not be welcome news to the 
rural electric and other codperatives. But 
it is hard to imagine Congress picking on 
such political favorites in 1950. Maybe 
later, but not in 1950. 

Beardsley Ruml has lent his powerful 
voice to those who think Uncle Sam may 
be defeating his own purpose by keeping 
the high excise taxes in effect. The 
argument is that these taxes are now op- 
erating as a golden goose killer for the 
Treasury Department. If the business 
concerns in question were allowed (by 
reason of excise tax repeal) to double or 
better their volume of operation, it is 
pointed out, the resulting tax on business 
profits would more than offset the excise 
taxes now collected, especially when the 
additional job opportunities and business 
sales volumes are considered. 

Then, too, there is a question of some 
excise tax businesses which have folded 
up under the blight. Night club casualties 
since 1939 are running very heavy. The 
question seems to boil down toa choice of 
getting the tax money while the sale is 





WASHINGTON AND THE UTILITIES 


hot, or letting it cool off in the cash 
register and gather a little interest and 
volume through a different form of tax 
collection. 


a 
More Tax Exemptions? 


N the light of the foregoing discussion, 
it may seem surprising that a move- 
ment is afoot to spread, instead of cur- 
tail, tax exemptions. Here we must go 
back to the difficult case of the telegraph 
industry, although there are increasing 
overtones—at the local tax level—in the 
case of some transit systems. 

Western Union has a “Marshall plan” 
of its own for Federal assistance. Presi- 
dent Walter P. Marshall of Western 
Union claims that the company’s con- 
tinued survival is threatened by a mount- 
ing deficit, said to be due to a combina- 
tion of high taxes and unwarranted 
competition in the communications field. 

Although the telegraph company now 
is handling virtually all telegrams sent by 
the public, it lost nearly $5,000,000 in the 
first nine months of this year. Federal 
excise taxes collected from telegraph 
users during the first six months of 1949 
totaled $18,421,000—an amount suffi- 
cient, had it been retained by the com- 
pany, to transform its deficit of $3,672,- 
241 (first six months) to net income of 
$14,748,759, or nearly $12 per share of 
outstanding stock. 

Of course, it would take positive con- 
gressional action to carry out Western 
Union’s “Marshall plan” in its entirety. 
The first point would be revocation of the 
25 per cent Federal tax which Marshall 
describes as a “super Juxury tax imposed 
to discourage the sending of telegrams 
during the war—and it’s still discourag- 
ing people.” The second would require 
statutory authority and appropriations to 
take over competitive teletypewriter ex- 
change service now furnished by the Bell 
system, as well as competitive American 
overseas communication, in which 14 
American companies are rivals for 
cablegram and radiogram business. 

A third point in the program to assist 
the telegraph company to survive would 
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be extension of the company’s mechani- 
zation program, utilizing “facsimile 
transmission” to obtain various new 
forms of record communication business, 
where exact copies and illustrations are 
desired to be transmitted. Marshall 
points out that, in addition to the unfair 
tax burden, the telegraph industry suffers 
from government subsidized air mail and 
resulting unfair competition. 


6 Be transit systems, both municipal 
and private, are also beginning to 
consider the possibility of some form of 
tax relief as an alternative to fare in- 
creases. Loss of passenger operations 
during recent months suggests that 
transit fares may be reaching a point of 
diminishing return. This may be due to 
other factors than fare increases alone. 
Although important production and dis- 
tribution throughout the nation are going 
like a house afire, taxicab competition in 
some cities has increased as the local 
transit fare creeps upward. 

But whatever the reason, consider the 
following results on municipal systems: 
Chicago’s municipal transportation sys- 
tem is showing a 15 per cent loss of pas- 
sengers, compared with a year ago, fol- 
lowing the installation of new fares (15 
cents on streetcars and busses and 17 
cents on the elevated and express busses). 
Before the fare raise the Chicago system 
failed to meet depreciation charges by 
$418,000 as compared with an excess of 
more than that amount in 1948. New 
York’s municipal system faces a certain 
operating deficit for the current fiscal 
year ending next June 30th, despite the 
“dime” fare increase. The Detroit system 
carried 1,000,000 fewer passengers in 
October, 1949, than in 1948, with a loss 
of nearly one-half cent per passenger 
fare. San Francisco is installing a one- 
man “czar” to halt losses. 

Privately owned and operated transit 
systems are feeling a similar pinch. The 
number of transit riders in all cities of 
more than a million is now estimated at 
11 per cent below the 1948 levels. Last 
month the Pennsylvania Supreme Court 
refused to block a fare increase from 10 
cents to 12 cents to 15 cents straight in 
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Pittsburgh. Capital Transit Company in 
Washington, D. C., will soon seek a simi- 
lar increase. The nation’s last nickel fare 
disappeared in Columbus, Ohio, after 
twenty-eight years. A lower court in 
Ohio invalidated a nickel fare ordinance 
by which the Columbus electorate tried to 
vote itself a continuance of the 1921 bus 
fare. Philadelphia transit load was off 10 
per cent during the first month of higher 
fares. 


- is less difficult for 2 municipal transit 
system struggling with an unprofit- 
able fare to go before the city fathers and 
demand that the difference be taken out 
of the tax kitty. Mayor O’Dwyer will 
probably have to do something of the sort 
in New York city if the local system is 
going to take care of Mike Quill’s Trans- 
port Workers Union demands. But that 
would not be any novelty in New York 
city where the taxpayers for years made 
up thumping big deficits under the old 
nickel fare. It may be disappointing to 
find out that it is the same old story under 
the dime fare. 

In Cincinnati, where the local transit 
company had a contractual arrangement 
with the city, tax relief in lieu of fare in- 
crease was made possible even for a pri- 
vate company. But most private com- 
panies are going to find it difficult to 
convince municipal governments that tax 
relief would be better business, all 
around, than a fare increase which might 
start a spiral of passenger desertion. 

The fact that most transit systems 
show a greater proportion of loss—as a 
result of handling rush-hour traffic—may 
suggest a basis for tax exemption. If the 
rush-hour load is the most unprofitable 
of a transit company’s business, and if 
the public service of transporting work- 
ers back and forth from their daily grind 
is essential to the community welfare, 
some kind of an argument might be 
worked out for crediting the transit com- 
pany’s performance of this service in lieu 
of taxes. So far, this idea is just a glim- 
mer in the eye of a few harassed transit 
company officials. But if both operating 
expenses and fares continue to rise, there 
may soon come a day when some such 
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proposition will have to come out into 
the open. 
* 


Interior's Showdown with FPC? 


Ta right of the Federal Power 
Commission to grant hydroelectric 
licenses to private electric companies in 
areas where the Bureau of Reclamation 
has designs will soon be challenged to a 
showdown by the Interior Department. 
Washington rumor has it that this 
promises to be a bitter-end struggle. It 
may be battled through the courts, Con- 
gress, and the White House. 

Reclamation Bureau is not happy over 
the recent ruling of the FPC permitting 
Pacific Gas and Electric Company to 
build a dam on the Kings river in Cali- 
fornia. The fundamental principle at 
issue is whether Federal power regula- 
tion is subject to public power develop- 
ment or vice versa. Just what Interior 
proposes to do about it is uncertain, at 
this point. But more will be heard of it. 

Interior may have trouble arranging 
a clean-cut court test on the Kings river 
case. This is because its position in that 
case was uncertain. It was neither inter- 
vener nor party in interest. It will first 
have to decide whether it can or should 
take an appeal to the Federal courts, in 
view of a condition in the FPC order giv- 
ing the private company six months’ time 
to work out local water storage arrange- 
ments. In a similar dispute over the ap- 
plication of the Virginia Electric & Pow- 
er Company to build a dam on the Roa- 
noke river, Interior stands on more defi- 
nite grounds. In that case, Interior 
sought to file a formal appearance as an 
intervening party. FPC was still con- 
sidering its Roanoke decision in early 
December. 

Interior is likely to press its case, re- 
gardless of what the FPC or courts may 
decide. Certain anvil chorus columnists, 
who commonly double as Interior propa- 
gandists, already have taken the signifi- 
cant line of blasting the FPC, including 
President Truman’s latest appointee, 
Mon Wallgren, for going contrary to ad- 
ministration power policy. 





Exchange Calls 
And Gossip 


Bell Pension Plan Challenged 


ABOR union resentment over Bell sys- 
tem liberalization of its employee 
pension plan flared up last month in the 
wake of the announcement by the Ameri- 
can Telephone and Telegraph Company 
that pensions would be raised from a 
minimum of $50 to $100 a month. The 
new plan affects Bell system employees 
with twenty or more years of service at 
the age of sixty-five. The CIO Com- 
munications Workers of America com- 
plains because the changes in the existing 
pension plan were made without consult- 
ing the union. The union’s president, 
Joseph A. Beirne, contends that under a 
United States Supreme Court ruling 
negotiations over employee pensions 
should be part of collective bargaining. 
The Bell system has always reserved 
the right to make changes in its pension 
plan, first established in 1913 on a non- 
contributory basis. The pension plan is 
not covered by any existing labor con- 
tracts with the union. This is the real 
reason for the union’s pique over the 
liberalization of the Bell pension system. 
The union strategy called for the inclu- 
sion of pension benefits as well as wage 
increases in new contracts to be nego- 
tiated when many of the existing con- 
tracts expire about April lst. The com- 
pany’s announcement removing pensions 
from the area of possible conflict evident- 
ly annoys the labor leaders. 

Although the union president asserted 
that “It is actions like this that promote 
strikes,” it is difficult to believe that any 
strike would materialize over the benefit 
grants solely because of the way in which 
they were granted ; 7.e., without union in- 
tervention. Bell system spokesmen have 
observed that the pension changes were 
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made to bring immediate benefit to all 
Bell system employees, “including those 
not represented by the union as well as 
those who are.” 


EIRNE contends that the Supreme 
Court has ruled that if the union re- 
quests it, a company must bargain with 
the union on pensions, and that the high 
court has held it would be an unfair labor 
practice to do otherwise. 

Beirne said putting such changes in 
effect in the midst of negotiations com- 
pletely “undermines bargaining.” He 
claims that the $100 pension was a de- 
mand in the union’s 1947 nation-wide 
phone strike. Beirne said the union wants 
a voice in administering the pension plan, 
whereas it has always been run by 
AT&T. 


* 
May Get Phones under New 


Program 


HE Public Service Corporation last 

month filed a request with the 
Arkansas Public Service Commission 
for authority to construct three ex- 
changes in the towns of Tuckerman and 
Swifton in Jackson county and Alicia in 
Lawrence county, at a total cost of $205,- 
400. The exchanges would serve 690 sub- 
scribers. 

If the application is granted, they will 
be the first Arkansas towns to receive 
telephone service under recent Federal 
rural telephone legislation. The Federal 
program is contained in an amendment to 
the Rural Electrification Act. Small rural 
telephone companies are authorized to 
apply for loans to be repaid from service 
charges in a manner similar to that under 
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which electric codperatives have financed 
electric lines. 

The application said the corporation 
will seek a total loan of $218,000, includ- 
ing $12,600 for retirement of existing in- 
debtedness. 

The company proposes to convert the 
present Tuckerman exchange from mag- 
neto type to attended automatic (dial) 
and to convert Swifton and Alicia to un- 
attended dial. The latter two towns 
would have trunking facilities into 
Tuckerman. Long-distance calls would 
be placed through the Tuckerman ex- 
change. The corporation also proposed 
to construct some 104 miles of rural lines 
in the vicinity of the three towns. 


¥ 


State Sues to Set City Rates 


HE Colorado Public Utilities Com- 

mission recently asserted that it has 
exclusive jurisdiction over the rates, 
charges, and practices of the Mountain 
States Telephone & Telegraph Company 
in the entire Denver metropolitan area. 
Members of the commission have filed a 
complaint for a declaratory judgment in 
Denver District Court, asking recogni- 
tion of the jurisdiction they claim. 

The commission declares that the city 
of Denver no longer has anything to say 
about telephone rates, because the serv- 
ice is no longer loca] and municipal. The 
telephone company now serves a vast 
area on direct and uniform rates, it was 
pointed out. 

The complaint holds that a decision of 
the supreme court in 1919 that the busi- 
ness of the telephone company in Denver 
was a local and municipal matter is no 
longer valid. The 1919 decision dele- 
gated to Denver and other home-rule 
cities the power to regulate rates, 
charges, and practices of the telephone 
company transferring local business in- 
side such cities. 

If the court does not give the commis- 
sion complete jurisdiction then the 
present free calls between Denver and its 
suburbs will be terminated and the serv- 
ice will have to revert to the old toll rate 
system, the commission contends. 


Phone Rate Increase Granted 


ATE increases were granted to the Bell 
Telephone Company of Nevada last 
month. The increases will boost receipts 
of the company in Nevada by approxi- 
mately $540,000. The company, in its ap- 
plication for rate increases filed with the 
commission on June 28th of this year, 
had applied for an increase ona statewide 
basis of $617,000 annually. 

The company had claimed a 7.3 per 
cent return was required on its invest- 
ment, but the state commission, reducing 
the requested amount by $77,000, indi- 
cates a 6.4 per cent rate of-return. 

Rates granted, compared with present 
monthly charges, are: 


New Rate Old Rate 


Individual Business ... $7.75 $4.00 
Two-party Business... 6.00 3.00 
Individual Residence .. 3.75 
Two-party Residence . 3.25 
Four-party Residence . 2.75 


The rates are exclusive of the gov- 
ernment tax. 
An installation charge of $7 for busi- 


ness telephones and $5 for residence tele- 
phones was permitted, with a $3 switch- 
over charge for a telephone already in- 
stalled. Increases in message toll tele- 
phone rates, message telegram rates, and 
miscellaneous charges were granted as 
applied for. 


> 
FCC Probe of Big Networks 


HE Federal Communications Com- 
mission is planning a sweeping 
probe of the big radio networks next 
year—if Congress will provide the 
money. Chairman Wayne Coy has dis- 
cussed this with a number of Congress- 
men, who, he said, have promised sup- 
port. The commission’s last radio sur- 
vey was in 1945. That produced the con- 
troversial “blue book” report severely 
criticizing a number of major stations. 
Meanwhile, the Justice Department 
has started an inquiry on possible anti- 
trust violations by the three big networks 
—NBC, CBS, and ABC. The investiga- 
tion is the result of a barrage of com- 
plaints from independent stations. 
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Financial News 
and Comment 


By OWEN ELY 


Inflation and Money Rates 


ARRINER S. Eccies, former chair- 
man and “stormy petrel” of the 
Federal Reserve Board, has called at- 
tention to the need for combating re- 
newed inflationary trends. He contends 
that the Federal Reserve System is no 
longer an independent agency, but has 
become merely an instrument of the 
Treasury Department, which is anxious 
to maintain cheap money in order to avoid 
burdening the budget with higher costs 
on government debt. Thus, Mr. Eccles 
contends, the traditional rdle for which 
the Reserve System was created, to 
smooth and regulate the business cycle, 
has been subordinated to the function of 
stabilizing interest rates at low levels. 
The new full-dress debate over infla- 
tion and money rates started about No- 
vember 22nd when figures were released 
on consumer credit indicating that it 
would aggregate $17 billion by the end 
of the year, an increase of 70 per cent in 
two years. In testifying before a congres- 
sional subcommittee Mr. Eccles asked 
for broad new powers for the Federal 
Reserve on the grounds that private 
banking leadership has failed to meet the 
nation’s changing needs, He suggested 
that bank examiners be guided by Fed- 
eral credit and monetary policies, but was 
sharply criticized by President Brown of 
the First National Bank of Chicago. 
Chairman McCabe of the FRB indi- 
cated in a private statement at that time 
that the board’s open market policy was 
flexible and that if inflationary trends be- 
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came more pronounced government bond 
prices might be allowed to drop some- 
what, possibly even below par. As a re- 
sult the government bond market experi- 
enced a slight tremor due to professional 
selling. However, action by the Federal 
Reserve was only moderately deflation- 
ary; the token sales of bonds over the 
previous three weeks were stepped up to 
$19,000,000, still a very moderate figure 
—at which the market firmed up again. 
Later the Reserve moved the 90-day bill 
rate up to a level practically equivalent 
to the 14 per cent on one-year Treasury 
certificates. 


HAIRMAN McCabe had dismissed 
Eccles’ warnings with a broad inti- 
mation that there was no rift between Sec- 
retary Snyder and himself. However, the 
Treasury later decided not to raise the 
rate on one-year borrowings, announcing 
that some $5.7 billion certificates due Jan- 
uary Ist would be refunded at the 14 per 
cent rate prevailing since late August. 
Moreover, nearly $5 billion bonds and 
certificates maturing December 15th, 
with interest rates of 2 per cent to 34 per 
cent, are to be refunded with 1% per cent 
notes running four and a quarter years. 
The Treasury’s “stand pat” attitude, 
therefore, seems to justify Mr. Eccles’ 
forebodings. 

Meanwhile W. Randolph Burgess of 
the National City Bank told the Ameri- 
can Bankers Association that the na- 
tion is outspending its income, with 
the Federal government’s bookkeeping 
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“drenched in red ink.” He reviewed the 
recent attack of James Byrnes, former 
Secretary of State, against excessive 
spending and oversized government. 

As a result of the Reserve Board’s 
apparent failure, thus far at least, to put 
the brakes on effectively, money rates are 
again approaching the low levels of 1945- 
46, as indicated in the accompanying 
chart. This is, at least, favorable for the 
utility companies in their task of financ- 
ing the balance of their construction pro- 
gram, and it may even prove possible to 
resume the refunding program of sev- 
eral years ago. However, the cost of pre- 
ferred and common stock financing re- 
mains well above the low level of sev- 
eral years ago. 


¥ 


The Problem of Management 


¢ the October 27th issue, pages 588- 
589, the answers to a questionnaire 
sent by President Tegen of General Pub- 
lic Utilities to a number of bankers and 
financial analysts were summarized. At 
that time the replies received to the ques- 
tion, “Does the make-up of the board of 
directors have a tangible effect on the 
investment position of a given stock?” 
were not discussed. The vote on this ques- 
tion was 39 “yes” and 20 “no.” Some of 
the comments of those who voted “yes” 
were as follows: 


Well-known names of people who 
are considered successful by the public 
would be helpful and give confidence 
to the company, use of outside direc- 
tors definitely helpful. 

We like to see a board well balanced 
with men having experience in man- 
agement, finance, and community lead- 
ership. 

I would like to see a board of direc- 
tors consist of men reasonably well 
known and mainly local. They should 
not be a lot of old-timers above the 
retirement age and should not be domi- 
nated by a group of Wall Street finan- 
ciers, etc. Directors should be substan- 
tial stockholders in their own company. 
They should not include many operat- 
ing officials. 

DEC. 22, 1949 


Here are two weaknesses I have ob- 
served in the make-up of boards: (1) 
Deadwood at the top, resulting in 
failure successfully to present their 
problems to regulatory commissions ; 
and (2) one-man rule, where the poli- 
cies of the company are dominated by 
a single individual to the detriment of 
the company. 


|, poe: directorates should be com- 

posed of men of high integrity and 
well regarded in the respective locali- 
ties. In interest of keeping manage- 
ment on its toes believe no more than 
one or two officers (possibly the two 
top men) should be on the board. Pres- 
ent composition of boards has tend- 
ency of perpetuating management 
irrespective of achievements or effi- 
ciency. 

Directors should have (a) stock in- 
terest, or (b) technical qualifications. 
No point in dressing up board with 
well-known “figures.” 

Board should include outstanding 
people in territory—limited number of 
company executives — all directors 
should own stock—100 shares not 
enough. 

I particularly notice that utility di- 
rectors are very small holders of the 
stocks of companies in which they hold 
directorships. I believe that investors 
would have far more confidence in the 
company if the directors themselves 
had a larger stake in the companies. 


gener management policies con- 
sidered important in creating a 
favorable attitude by investors, points 
stressed were: (1) Improved relations 


with financial analysts and rating agen- 
cies, keeping them currently advised. (2) 
An indication that management is giving 
equal consideration to the rights of stock- 
holders, employees, and customers, (3) 
Send informal interim letters to stock- 
holders, describe how managers contrib- 
ute to the success of the business, etc. 
(4) Demonstrate ability to earn a reason- 
able return on invested funds, (5) Main- 
tain favorable customer relations, leader- 
ship in promoting the area, adaptability 
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to changing conditions, maintain con- 
servative financial policies, train capable 
successors to top personnel. (6) Ability 
to get along well with labor, regulatory 
authorities, and customers, 

(7) Avoidance of “trustee” or “status 
quo” attitude. (8) Salaries should not 
be excessive for top men. (9) Sound en- 
gineering, sales promotion, financing, and 
protection of 3-way interests. (10) Com- 
plete all accounting adjustments to elimi- 
nate doubts about status. (11) Avoid 
political deals, keep policies above board. 
(12) Avoid power shortages. (13) Main- 
tain strong financial position, take advan- 
tage of low interest rates. (14) Operate 
a single rather than a combined service 
company, (15) Management should be 
substantial stockholders, interested in in- 
creased dividends rather than pensions 
for themselves. 

(16) Sectional meetings with stock- 
holders, full disclosure to employees. 
(17) Annual reports should contain 
“forthright” statement from president, 
not be merely an advertising brochure. 
(18) Avoiding fights over rates and 
valuation is important—“Best the com- 
missions to it.” (19) Candid statement 
of factors affecting earnings. (20) No 
stuffed-shirt attitude — management 
should be easily approachable, (21) 
Avoid overexpansion, maintain well- 
rounded management instead of empha- 
sizing generator or fuel efficiency, etc. 


* 


Pension Plan Funding among 
Electric Utilities 


HE following has been prepared for 

this department by John K. Bash, 
actuary, Ebasco Services Incorporated: 
Probably few industries in the coun- 
try have accepted so thoroughly the prin- 
ciple of funded retirement plans for their 
employees as have the utilities, Over 90 
per cent of electric utilities responding 
to this study have entered into such an 
arrangement. The methods employed in 
providing for the future welfare of aging 
employees show considerable variation, 
as indicated in the accompanying Table I. 
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Cr ANNUITIES AND TRUSTS. 
Funded plans installed prior to 
1940 are not numerous. A few trusts 
were established in the 1920’s, and the 
first group annuity appears to have been 
adopted in 1931. Little activity occurred 
during the depression years, but with the 
passage of the Social Security Act in 
1937 an increasing number of companies 
entered into funded plans. This number 
increased rapidly during the war years, 
due in part, no doubt, to the high excess 
profits tax laws then in effect. 

While the oldest plans in existence to- 
day are pension trusts (insurance com- 
panies did not then write group annui- 
ties), it was not until around 1943 that 
the self-administered trusteed plan be- 
gan to gain a measure of popularity, The 
accompanying Table II clearly shows the 
trend in this direction. (See page 886.) 

While the gross number of group 
annuity plans in existence today out- 
number the self-administered plans by 
nearly two to one, a definite trend in 
favor of the latter type of funding is 
clearly demonstrated. The reasons for 
this trend depend on a number of con- 
siderations, chief among which are the 
following : 

1. Each type of funding has its inher- 
ent advantages and disadvantages, Pro- 
ponents of the self-administered trusts 
stress prospective cost savings and great- 
er flexibility of plan provisions, Insur- 
ance companies, while denying that ulti- 
mate costs of group annuities will be 
higher, point to the importance of a guar- 
anteed rate and to other more intangible 
advantages inherent in an insured plan. 
Apparently a higher percentage of utili- 
ties now believe the self-administered 
plan to be better suited to their require- 
ment. Aside from new plans installed, it 
is interesting to note that one large utility 
has this year replaced its group annuity 
by a trusteed plan, while another funded 
certain increases in plan benefits through 
a trust rather than through its existing 
group contract. 

2. The element of salesmanship enters 
into the picture. The insurance compa- 
nies with their large sales forces first be- 
came aware of the potential market for 
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retirement plans and in lieu of any seri- 
ous competition from trust companies 
prior to about 1943 had an almost clear 
field. More recently the larger trust com- 
panies have realized the income poten- 
tialities from pension trusts and are ac- 
tively soliciting accounts of this nature. 
Another observation to be made from 
Table II relates to the relationship 
between the size of the company and the 
method of funding employed. As is found 
in industry generally, the larger the com- 
pany the more likely is the adoption of a 
self-administered plan. It is readily ap- 
parent that size is of definite value in any 
project involving self-insurance. A large 
number of employees is more likely to 
experience a stable mortality rate than 
is a small number, A large trust fund can 
obtain greater diversification of invest- 
ments than one of smaller size. The per 
capita cost of administration decreases 
with the increased size of the group. 


|. yee ForMuLAs. Practically all 
self-administered trusts and group 
annuities provide retirement benefits ac- 
cording to one of the three broad types of 
benefit formulae. 

Most widely adopted is the “average 
pay” plan. Stripped to its fundamentals 
this plan provides an annuity at retire- 
ment of a fixed percentage of the total 
earnings of an employee during his serv- 
ice with the company, In practice there 
are many variations. Because of opera- 
tions of the Social Security Act, which 
is not effective for that portion of com- 
pensation in excess of $3,000 per year, 
a higher percentage benefit is usually ap- 


plicable to earnings above this level. At 
the inception of the plan, past service 
benefits are normally granted and are 
frequently determined as a fixed per- 
centage of salary at the effective date for 
each year of prior service, A few plans 
provide for higher gross benefits but pro- 
vide that all or a part of any social se- 
curity payments receivable by an em- 
ployee will be deducted from the gross 
benefits determined by the formula, The 
chief advantages of an average pay plan 
are (1) its simplicity and ease of admin- 
istration and (2) the exact amount of 
deferred retirement benefit accrued dur- 
ing each year can be determined and paid 
for in that year. It is thus particularly 
popular with insurance companies and 
has certain definite advantages for the 
employer. Eighty-eight per cent of elec- 
tric utilities operating under group an- 
nuities have adopted this type of plan as 
compared to 67 per cent of those compa- 
nies operating under self-administered 
trusts. 

The next most popular type of benefit 
formula is the “final average pay” plan. 
Here, the retirement benefits are com- 
puted not on average pay over entire em- 
ployment but upon average pay earned 
during the last five or ten years preceding 
retirement. From the point of view of 
the employee this is probably the most 
satisfactory type of plan as it relates his 
pension to his rate of pay at retirement. 
From the point of view of the employer 
it may be less satisfactory because of the 
element of uncertainty as to the trend of 
pay rates in the future and the resultant 
costs of the plan. It is not adaptable to 
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TABLE i 


Over 
5,000 


Number of Employees 
(1949 Moody’s) 


Group Annuities 
Trusts 

Unfunded 

Combination 

Individual Annuities 
Profit Sharing 

No Response to Inquiry 


=| 
Ble! | ema 


8 


250- 
500 


2,500- 
5,000 


1,000- 500- 
2,500 1,000 
Number of Companies 
33 18 
16 


| LLL eee 


“162 
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the conventional group annuity funding 
methods employed by insurance compa- 
nies, and for this reason all such plans 
are trusteed. Of the self-administered 
trusteed plans in this study, 31 per cent 
employ the “final average pay” type of 
benefit formula. 


HE last of the three main types of 

benefit formula is the “money pur- 
chase” plan. Here, both employer and 
employee contribute sums of money in a 
fixed ratio, and the benefit provided is 
whatever the joint contributions will pur- 
chase. This type of plan limits the amount 
of company contributions, and for this 
reason was at one time popular with em- 
ployers who did not like to assume the 
“open-end” commitments involved in the 
average or the final pay plan. For various 
reasons it has since fallen into disfavor, 
and no plans of this type have been 
adopted by the utilities studied in the last 
several years; in fact a number of com- 
panies which originally adopted money 
purchase plans have changed them to an 


average pay formula, None the less, 12 
per cent of existing group annuities are 
still operating on this basis. It is to be 
noted that because of the fixed amount 
of employer contributions all money pur- 
chase plans providing life annuities are 
insured. 


C= Funpinc MetnHops, Three 
companies fund retirement benefits 
through the medium of individual an- 
nuities. Generally speaking, for larger 
companies, this is considered to be a more 
expensive method of funding than either 
group annuities or self-administered 
plans. In addition, it suffers from the 
problem of inflexibility. 

Two companies have adopted profit- 
sharing plans. Such plans do not really 
solve retirement problems of older em- 
ployees because of the limited period of 
time available to accumulate funds to 
their individual credit prior to retirement. 
Such plans do, of course, relate contri- 
butions to profits and, as such, are more 
frequently found in industries of a less 
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TABLE II 


Year of Adoption 

Over 5,000 Employees 

Trust 

Group Annuity 

% Trusteed 
2,500-5,000 Employees 

Trust 

Group Annuity 

% Trusteed 
1,000-2,500 Employees 

Trust 

Group Annuity 

% Trusteed 
500-1,000 Employees 

Trust 

Group Annuity 

% Trusteed 
250-500 Employees 

Trust 

Group Annuity 

% Trusteed 
Total 


Group Annuity 
% Trusteed 
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1942- 1946- 
1945 1949 
Number of Companies. 


1941 and 
Prior 
4 
100% 
4 
3 
57% 
7 
13 
35% 
5 
6 
45% 
2 
7 
22% 
22 
29 
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stable nature than are public utilities. 
Seven companies have combination 
plans. The majority of such plans funda 
portion of the retirement benefits through 
a group annuity and the balance through 
a trust, although other combinations are 
noted, The chief criticism of such ar- 
rangements lies in the extra administra- 
tive expense incurred in dual systems. 


Twelve companies do not appear to 
have funded plans. Several of the twelve 
have elaborate “pay-as-you-go” arrange- 
ments. A number of others are now ac- 
tively considering the adoption of a 
funded plan. It appears to be but a matter 
of time when these companies will make 
or be forced to assume commitments 
along this line. 
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CURRENT UTILITY STATISTICS AND RATIOS 


Unit Used 


Operating Statistics (October) 
Output KWH—Total 
Hydro Generated 
Fuel Generated 
Capacity 
I Sn. oan ed emnns 
Fuel Use: ag 


Oil 
Coal Stocks 
Sales, Revenues, and Rates (September) 
KWH Sales—Residential 
Commercial 
Industrial 
,. “ee 
Revenues—Residential 
Commercial 
Industrial 
Total, incl. misc. sales 
Revenues and Income (September) 
Elec. Rev., incl. misc. rev. ........ 
Misc. Income 
Expenditures (September) 
1 


(Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, 00. .....cccecececes 
Earnings and Dividends (September) 
Net Income 
Preferred Div. (est.) 
Bal. for Common Stock (est.) 
Common Dividends (est.) 
Balance to Surplus (est.) 
Utility Financing (October)* 


Total 
Life Insurance Investments (January Ist-November 26th) 
Utility Bonds 
Utility Stocks 
tal 


Bill. KWH 


Mill. 
Mill. tons 
Mill. MCF 
‘Mill. bbls. 
Mill. tons 


Bill. KWH 


Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Amount 
Latest Latest 
Month 12 Mos. 
D 4% %o 
16 


Seamer 


& brie 


R 


o 


i) 
Owes OK ANUWANMNIOD: 
COMO he OD 


_ 

SS: ; ‘ 

N ~aNe UO onan 
_ 


NS 


733 
846 
753 
375 
774 
236 

22 


735 
98 
637 
410 
227 111 


1,816** D16% 
564** 123 
11 
217 


D22 
D8 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding 
issues. **Ten months ended October 3lst. 


887 DEC. 22, 1949 








PUBLIC UTILITIES FORTNIGHTLY 





RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 

















11/30/49 Indicated Share Earnings Fore. 
Price Dividend Approx. 12 Mos. Cur. Prev. %In- ings 
About Rate teld Ended Period Period crease Ratio 
Natural Gas—Retail 
C Arkansas Natural Gas ... 10 $ .40 40% Dec. $1.44 $ 80 80 69 
O Atlanta Gas Light ....... 20 1.20 60 June 182 1.78 11.0 
S Columbia Gas System .... il 75 6.8 Sept. 88** 98**D10 12.5 
C Consol. Gas Util, ........ 14 75 5.4 July 172 1.55 11 8.1 
S Consol. Nat. Gas ......... 40 2.00 5.0 Sept. 3.51 375 D6 114 
O Houston Nat. Gas........ 16 80 5.0 July 145 1.42 2 110 
*S Laclede Gas Light ....... 74 20 2.7 June 92 9 2 €&2 
cS ee Be SE ccnosscev. 23 1.20 5.2 Sept. 174 223 D22 13.2 
O Minneapolis Gas ......... 15 80 5.3 Dec. 103 110 D6 146 
fe {Cer 37 2.20 5.9 Dec. 2.05 2.04 — 180 
O Mobile Gas Service ...... 25 1.50 6.0 Sept. 205 2.77 D26 122 
S Montana-Dakota Util. .... 134 80 5.9 Sept. 136 1.27 7 99 
C National Fuel Gas ....... 10 60 6.0 Sept. 74 69 oe 
*O National Gas & Elec. .... 8 55 6.9 Dec. 151 164 D8 5.3 
C Okla. Natural Gas ....... 33 2.00 6.1 Sept. 3.29 337 D2 100 
S Pacific Lighting ......... 51 3.00 5.9 Sept. 3.18** 4.55**D30 16.0 
©, Fee PU Us cccccces 14 1.00 7.1 Dec. 243 1.91 28 58 
*S Peoples Gas L,&C........ 121 6.00 5.0 Sept. 11.76 9.85 19 10.3 
C Rio Grande Valley ...... 2 12 6.0 Dec. .20 21 D5 = 100 
8 eae 30 1.70 5.7 Dec. 2.73 3.36 Di9 11.0 
O Southern Union Gas ..... 22 80 3.6 June 153PF — — 144 
et “eer 18 1.00 5.6 Sept. 130 1.78 D27 138 
S Washington Gas Light ... 24 1.50 6.3 Sept. 1.10** 2.05**D46 218 
pe 5.5% 11.7 
Natural Gas—W holesale and Pipeline 
S American Natural Gas ... 30 $1.20 4.0% Sept. $1.71 $ .33 418 17.5 
S_ El Paso Nat. Gas ........ 28 1.20 43 Sept. 2.00** 221**D10 14.0 
O Interstate Nat. Gas ...... 28 2.00 7.1 Dec. 2.03 1.71 19 13.8 
O (Mississippi Riv. Fuel ..... 35 2.00 5.7 Sept. 2.48 —- — 141 
O Missouri-Kansas P. L. ... 35 1.40 4.0 July 353 — — _— 
O Mountain Fuel Supply ... 20 .60 3.0 Dec. 91 94 D3 220 
S Northern Nat. Gas ...... 37 1.95 5.3 Sept. 2.74** 2.42** 13 13.5 
S_ Panhandle East. P. L. .... 71 3.25 4.6 Sept. 471 479 D2 15.1 
O Republic Natural Gas .... 37 1.00 2.7 J: i.e 3.03 2.72 m tee 
S Southern Nat. Gas ....... 35 2.00 5.7 Sept. 3.00 2.76 9 117 
O Tenn. Gas Trans. ........ 26 140&Stk. 5.4 Sept. 1.68** 1.06** 58 15.5 
IE rccvaedenanens 47% 16.1 
Manufactured Gas—Retail 
C Bridgeport Gas .......... 23 $1.40 6.1% Dec. $1.60 $169 DS 144 
O Brockton Gas Lt. ........ 16 1.00 6.3 Dec. 43 100 Dil — 
S Brooklyn Union Gas ..... 34 1.60 4.7 Sept. 3.584% — — _ 
O Hartiord Gas .......ccc00 36 2.00 5.6 Dec. 185 210 D12 19.5 
O Haverhill Gas Lt. ........ 26 1.60 6.2 Oct. 2.21 1.42 56 118 
O Jacksonville Gas ........ 31 1.40 4.5 Dec. 6.06 5.64 7 5.1 
C Kings County Ltg. ....... 7 40 5.7 Sept. 3¢ —- — _— 
O New Haven Gas Light ... 28 1.60 5.7 Dec. 176 177 — 159 
O Providence Gas ......... 9 60 6.7 Dec. 73 64 14 123 
2 9 "ae 12 25 2.1 June 1.01 44 130 119 
O South Jersey Gas ........ 11 _— — Sept. 323¢ — —_ _ 
S_ United Gas Improvement . 25 1.30 5.2 Sept. 189 200 D6 132 
5.3% 13.0 


BNE sccciwcaneesss 





D—Decrease or deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. *Company serves mixed gas but the trend 
in most cases is toward greater use of natural gas, hence we have dropped the separate 
classification. PF—Pro Forma. #—Nine months ended September 30, 1949. **Earnings are 
based on present number of shares outstanding. t—Seven months ended July 3lst. 
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FINANCIAL NEWS AND COMMENT 








RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
‘ AND WATER COMPANIES 


11/30/49 Indicated 
Pri Divi 


, rice ividend as Ox. 
About Rate teld 


Telephone Companies 
Bell System 


S Amer Te. & Te......... 147 $9.00 
O Cinn. & Sub. Bell Tel. .... 75 4.50 
C Mountain Sts.T.&T..... 102 6.00 
C New England Tel. ....... 94 4.75 
S Paciic Te. &2 Tea. ...... 103 7.00 
O So. New Eng. Tel. ...... 33 1.60 
TI bs.9 6 0 kknkcreus 
Independents 
C Associated Tel. A ........ 31 — 
S General Telephone ....... 30 $2.00 
C Penmaes TG. .....ccces 46 2.50 
O Rochester Tel, ........... 12 80 
Transit Companies 
O Baltimore Transit ........ 2 — 
O Chicago S.S.&S.B..... 8 $1.00 
BR} 3 eee 5 30 
O Dallas Ry. & Term. ...... 11 1.40 
O Duluth Sup. Trans, ...... 9 1.00 
O Los Angeles Transit .... 43 50 
S Nat'l. City Lines ........ 8 50 
-. . a 3 — 
O Rochester Transit ....... 3 — 
O St. Louis Pub. Serv. A... 5 -— 
O Syracuse Transit ........ 17 2.00 
S Twin Citv Rapid Tr....... 10 —— 
O United Transit .......... 23 -- 
EL  Kodswamienss cs 
Water Companies 
Holding Companies 
S Amer. Water Works .... 8 $ .60 
O N. Y. Water Service .... 50 2.00 
O Northeastern Water ..... 15 a 
Operating Companies 
O Bridgeport Hydraulic .... 32 $1.60 
O Calif. Water Serv. ....... 29 2.00 
O Elizabethtown Water .... 105 6.00 
S Hackensack Water ...... 37 1.70 
O Indianapolis Water ...... 17 80 
O Jamaica Water Supply ... 19 — 
O ‘Middlesex Water ........ 57 3.00 
O New Haven Water ...... 61 3.00 
O Ohio Water Serv. ....... 20 1.50 
O Phila. & Sub. Water ...... 23 80 
O Plainfield Union Wt. .... 66 4.00 
O Scranton-Spring Brook .. 12 70 
O Southern Cal. Water ..... 44 3.25 
O Stamford Water ........ 53 2.00 
O West Va. Water Serv. ... 17 1.00 
ee 
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» 12 Mos. 
Ended 
6.1% Aug. 
6.0 Dec. 
5.9 Sept. 
5.1 Sept. 
6.8 Aug. 
48 Dec. 
5.8% 
6.7% Sept. 
5.4 Dec. 
6.7 Dec. 
12.5% Dec. 
6.0 Dec. 
12.7 Dec. 
11.0 Dec. 
11.1 Dec. 
6.3 Dec. 
os Dec. 
— Dec. 
11.8 Dec. 
— Dec. 
10.2% 
7.5% Sept. 
4.0 Sept. 
June 
5.0% Dec. 
6.9 Oct. 
5.7 Dec. 
4.6 Dec. 
4.7 Dec. 
— June 
$3 Dec. 
49 Dec. 
7.5 Sept. 
3S Dec. 
6.1 Dec. 
5.8 Aug. 
7.4 June 
3.8 Dec. 
5.9 Sept. 
5.6% 


ur. 
eriod 


Prev. 
Period 


SI hare Earnings——— 
P. 


%o In 
crease 


$8.91 $9.94 D10 


3.76 3.85 
6.04* 5.25* 
585 4.72 
6.08* 5.36* 
222 94 
$2.29 $2.28 
5.66 5.25 
80 47 
$1.40 $1.38 
77 157 
yy ee 
44 275 
93 87 
197 1.57 
103 31 
20 37 
1.40 3.52 
39 62 
13° (21 
$ 82 $.74 
7.49 ° 2:89 
127 92 


$1.62* $1.65* 
2.73 2.55 


6.89 
2.79 
1.42 
1.19 
4.94 
3.61 
2.00 
3.01 
5.02 

81 
3.73 
2.21 
1.51 
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13.6 


D—Deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. *Based on present number of shares now outstanding. 
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What Others Think 


Survey in CVA Territory 


g Y- Washington Water Power Com- 
pany has just completed its 1949 
survey of public opinion in what is called 
the Inland Empire to determine customer 
attitude regarding several current issues 
—especially regarding consumer accept- 
ance or criticism of the utility. 

The results of the survey having been 
published, Kinsey M. Robinson, presi- 
dent of Washington Water Power, has 
addressed himself to all the employees 
of the company informing them of the 
interesting facts that have been brought 
out as a result of the survey. Central 
Surveys, Inc., of Shenandoah, Iowa, has 
determined, according to Mr. Robinson’s 
letter, that only 9 per cent of the popula- 
tion would place the operation of the com- 
pany in the hands of public bodies. In 
commenting on the results of the sur- 
vey, Mr. Robinson points out: 


First, that the company has shown 
constant improvement in the matter of 
courtesy, promptness of service, will- 
ingness to give special assistance, and 
bringing about public understanding of 
our many operating problems. 

Second, that the number of people 
residing in this area who previously 
favored public power has steadily de- 
creased until today only 9 per cent of 
the population would place the opera- 
tion of our company in the hands of 
public bodies. During the past twelve 
months, even in the face of an excep- 
tional amount of public power activity 
in the area, there has been a 5 per cent 
drop in public power advocates. 

Third, it has been found that, con- 
trary to popular belief, only about one- 
half of the population is aware of the 
CVA proposal for the Northwest, and 
by an overwhelming majority of 12 to 
1 the people in the Inland Empire be- 
lieve that a CVA should not be estab- 
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lished without a vote of the people. 


The utility official further states in his 
letter that all employees should become 
acquainted with the proposed CVA 
“authority” bill so that they and their 
friends will know that CVA is so de- 
signed as to be one more step toward 
state Socialism and the elimination of 
private enterprise. It is further outlined 
in the letter that CVA and similar pro- 
posed legislation will affect not only elec- 
tric companies but will destroy economic 
freedom that now permits successful 
operation of mines, lumber industries, 
farms, medical care, insurance, housing, 
manufacturing, state and municipal 
jurisdiction, and the independence of 
schools in the Northwest area. 


N order to more directly bring the re- 
sults of the survey home to the em- 
ployees, the utility president has attached 
to his letter a copy of the report made by 
Charles E. Parker, president of Central 
Surveys, Inc. This letter discloses that 
public ownership support is at the lowest 
level it has been for the last fifteen years. 
This trend away from public ownership 
began between 1947 and 1948 and con- 
tinues as evidenced by the current survey 
results. Actual percentages show that 20 
per cent of those polled favored public 
ownership in 1947, 14 per cent in 1948, 
and at present only 9 per cent have indi- 
cated themselves as being in accord with 
public ownership principles. 

Central Surveys has determined that 
more than half the people in the CVA 
area have no opinions either way about 
CVA. Regardless of opinions, however, 
nearly nine of every ten Washington 
Water Power customers say that electric 
companies in the area should continue to 
serve their customers. Those who have 
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opinions are inclined to think that the 
Northwest without a valley authority has 
made more progress than the TVA area 
with a valley authority. And they are also 
inclined to feel that a CVA would tend to 
centralize more authority in Washington, 
D. C., than to leave its control with the 
people of the Northwest. 


In the field of utility customer relations 
the survey has indicated that in compari- 
son with other companies the Washington 
Water Power Company has shown con- 
sistent improvement during the past year. 
Customer criticism of the company has 
lessened since the last survey. 

—D. T. B. 





Commissioners Speak Out 


gi present tendency of the Federal 
government to take unto itself the 
power to regulate purely local affairs was 
the subject of criticism in an address 
given by John C. Doerfer, chairman of 
the Wisconsin Public Service Commis- 
sion, before a recent convention meeting 
of the Wisconsin Utility Association in 
Milwaukee. 

The commission chairman cited as an 
example of this power grabbing the situa- 
tion behind the East Ohio Case, current- 
ly awaiting decision in the United States 
Supreme Court. On this point Doerfer 
had this to say: 


Take for example the presently 
pending East Ohio Case in the 
Supreme Court of the United States. 
Admittedly the East Ohio Company is 
not in the interstate business. It sells 
gas directly to consumers in 69 differ- 
ent Ohio municipalities. 

It has been subject to regulation by 
the Ohio commission since 1911. It 
has no property or activities outside of 
the state. Yet the Federal Power Com- 
mission claims jurisdiction because the 
company has 112 miles of pipe extend- 
ing to a location near the Ohio border 
where it receives natural gas from an 
interstate pipe-line company. 

The significance of the position 
taken by the Federal Power Commis- 
sion is that once it gets its foot into the 
door, control by the state of purely in- 
ternal affairs in the public utility field 
will be so emasculated that its effec- 
tiveness will be nil. At best it invites 
a duplication of regulation which will 
be both impracticable and expensive as 
well as utterly confusing. Worse than 


that, it widens the breach through 
which flows too much state power al- 
ready. If successful, such efforts will 
reduce the states to groveling puppets 
before a Washington bureaucracy. The 
right to conduct the internal affairs 
within a state will be merely measured 
by the success of the beggar state’s 
ability to wheedle favors from those in 
power. Control of local affairs by the 
people directly concerned will be gone 
forever. 


CCORDING to the speaker, the con- 
tinued effort of the Federal gov- 
ernment to continue in effect emergency 
wartime powers is a position directly op- 
posite to the more desirable one of hav- 
ing such excess powers removed during 
times of peace. Whatever problems of 
local or state government can be closely 
scrutinized and made amenable to state 
correction should remain a subject of 
state control. The commissioner con- 
siders this the essence of the American 
form of government to date. He urged 
that this hunger for power by a central 
government be curbed by the people be- 
fore it destroys them. He considers it a 
very shortsighted and dangerous policy 
which would persuade a public utility en- 
gaged solely in intrastate operations to 
seek refuge in the arms of Federal con- 
trol merely for a temporary advantage. 
He urged the utility men present to aid 
the people in every way possible to retain 
for themselves the rights of local state 
control of the utility companies engaged 
in intrastate activities. 
In dealing with the local regulatory 
problems confronting both the utilities 
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“JUST TRYING TO MAKE A LITTLE EXTRA MONEY FOR CHRISTMAS, BOSS” 


and the commission, Doerfer cautioned 
the utility representatives that there is 
little, if anything, a regulatory body can 
do about the law of diminishing returns. 
He stressed the fact that, although gen- 
erally considered to be a monopoly, a util- 
ity does feel the effects of competition. 
These competitive forces are constantly 
at work in the field of transportation be- 
tween trucks and railroads and in the field 
of serving home appliances between the 
gas and electric utilities. 

In commenting on the equity financial 
problem of the utilities, the commissioner 
said : 


New York, still the financial capital 
of the world, will give a high rating 
with lowered cost of raising capital to 
those utilities which, generally speak- 
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ing, do not have a debt ratio in excess 
of 50 per cent of total capitalization. 
Some tolerance was shown an expand- 
ing utility in a promising territory. In 
such cases, a ratio in the neighborhood 
of 55 per cent was deemed acceptable. 
Generally these financial experts look 
for a common stock ratio of 30 per 
cent to 35 per cent. The balance may 
be in preferred stock—either with or 
without sinking-fund requirements. 

Similar safeguards and standards 
have been required by the public serv- 
ice commission of Wisconsin, 


The commissioner further stated that 
the commission is prepared to take into 
consideration the problems confronting 
operating companies which have only re- 
cently been cut loose from their holding 
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companies. He recommended that it may 
be more economical for the utilities to 
take advantage of technical services 
offered by experts in the utility manage- 
ment field than to attempt to set up inde- 
pendent departments within their own 
organization which would not function 
on a full-time basis. 


Demme chord was struck by Chair- 
man Benjamin F. Feinberg of the 
New York commission in an address be- 
fore the New York State Motor Bus As- 
sociation when he scored Federal govern- 
mental encroachment in the field of utility 
regulation. In stressing the point, Chair- 
man Feinberg stated: “In spite of our 
present Federal governmental regula- 


tions, he is best governed who is least 
governed.” 

In elaborating further on the subject, 
the commissioner said: 


I regret that some of our national 
leaders regard this as an old-fashioned 
doctrine, but, my friends, you and I 
know that this old-fashioned philoso- 
phy has enabled this country to assume 
not only a commanding position but 
the leadership of the world. 


The commissioner expressed sympathy 
with the problem of rising costs confront- 
ing the bus operators and described the 
commission as being ready to expedite 
its action to relieve the situation in the 
cases coming before him. 





Natural Gas Industry Revisited 


Nn 1931 and again in 1940, Fortune 
magazine looked at the budding nat- 
ural gas industry with an approving and 
appraising eye. In 1940 it was generally 
agreed that the age of natural gas had 


arrived. In the December issue of the 
magazine the current 9-year check con- 
cludes that the natural gas age has not 
only unquestionably arrived but that in 
the face of general leveling off in other 
business booms the natural gas business 
appears to be only in the early stages of 
its boom. The 10-page article tells the 
industry story with colorful pictures of 
operations, color graphs, and maps of 
pipelines, and pictures of leaders in the 
industry. 

The article outlines the requirements 
of an idea] business which should attract 
the interest of investors these days. It 
determines that the product of this busi- 
ness should be: 


1. A household necessity, selling at a 
price that practically everyone can 
afford. 

. One which would serve a general 
major purpose in commerce and in- 
dustry and have specialized indus- 
trial uses which were growing in 
number and importance all of the 
time. 
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3. One which for its principal uses 
would be better and cheaper than 
competitive products. 

. One which would embody a mini- 
mum of labor costs, and hence a 
minimum danger of supply inter- 
ruptions due to labor trouble. 


Furthermore, this ideal business would 
have to have a market outlet guaranteed 
for about twenty years, with a good 
source of supply and prices agreed on in 
advance. Plus this, it probably should 
have an unsatisfied demand which would 
open up new vistas of expansion. 
Whether this ideal business actually 
exists is a question, but based on the ac- 
tivities of those who have gotten into the 
natural gas business and prospered, it 
seems quite likely according to the article 
that the natural gas industry had the ap- 
pearance of being this ideal business to 
these people—to the extent that at the 
present time it is enjoying considerable 
popularity in the financial circles of the 
country. 

Evidence of this booming growth and 
the ease of obtaining financial assistance 
is noted in the pipe-line sector of the in- 
dustry. Between 1940 and 1948 the inter- 
state pipe-line volume doubled and in the 
next three years it will have redoubled 
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through a pipe-line expansion program 
that is costing well over $2 billion. A 
shortage of large diameter steel pipe has 
been the one slowing down factor in this 
expansion. An example of the desirable 
financing available for the pipe-line op- 
erations is found in the case of the Trans- 
continental Gas Pipe Line Corporation, 
in its 1,840-mile pipe-line effort from 
Texas to New York. During the past 
year it has raised $191,000,000 on bonds, 
notes, and stock and is paying for con- 
struction and interest out of the proceeds. 


ge say sales of straight natural 
gas at retail levels have increased 
from $471,000,000 in 1940 to $995,000,- 
000 in 1948. Sales for the current year 
are expected to go on past the billion 
mark. These figures are considered to be 
solid and depression proof, inasmuch as 
the price of natural gas is lower than 
prewar levels and because of the gen- 
erally accepted fact that once natural gas 
is sold to a customer it stays sold. 

The article attributes much of the at- 
tractiveness of natural gas to the fact that 
in addition to being the best fuel for 
domestic and many industrial purposes 
it has also become in many circles of the 
country the cheapest fuel for all pur- 
poses. High volume consumption figures 
naturally follow since, in the minds of 
many bulk consumers, price is the pri- 
mary question. In the domestic consump- 
tion field this has also been the case with 
the increased use of natural gas for home 
space heating. 

The confidence of the promoters in the 
industry is being substantiated by the 
ready acceptance of their bonds on the 
part of institutional investors. The in- 
dustry has a debt-heavy capital structure 


— 80 per cent—as compared with the 
usual 50 per cent public utility standard. 
This general acceptance in financial 
circles of the debt-financed industry is 
probably in a large measure responsible 
for the accelerated expansion program. 
It does, indeed, attest to the safety of the 
investment. 

The article reviews the activities of the 
individual companies throughout the 
country in their rush to reach new mar- 
kets. It notes in detail the plight of the 
New York & Richmond Gas Company in 
Staten Island where a desperate financial 
situation was turned into a pleasant one 
with the advent of natural gas to the area 
and the complete conversion to it on the 
part of the company. 

The scramble of the pipe-line com- 
panies for pipe-line licenses is rivaled 
only by a-rush on the part of the dis- 
tributing utilities in the Eastern Seaboard 
and New England area for a portion of 
the gas supply soon to be available. In 
some cases conversion costs (an average 
of $15 per customer) will deter a com- 
plete 100 per cent switchover, but even 
in these cases a large supply of natural 
gas is expected to be introduced into the 
systems of the large eastern gas utilities 
in order to take advantage of the higher 
BTU content of the natural gas. Eventual 
complete switchover to natural gas will 
soon follow and even now the pipe-line 
people are presenting thoughtful argu- 
ments for complete switchover along the 
lines of over-all decreased costs of opera- 
tion, lower rates, and new business. 

Completing the picture for the reader, 
the article describes the kindred interest 
on the part of midwest, California, and 
Appalachian gas markets in the popular 
Texas fuel, 





Notes on Recent Publications 


Business Buttettn. Cleveland Trust Com- 
any. The November 15, 1949, issue of this 
bulletin traces the expansion in the electric 
and gas utilities. A graph illustrates the 
story which points out that despite an in- 
flated dollar and rising construction costs 
the utilities’ expansion program in an era of 
general industrial expansion is by rate of 
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increase standards greater than for private 
industry as a whole. 

It is also pointed out in the bulletin 
that where other industrial expansion has 
slacked off in 1949, the electric and gas utili- 
ties are spending a good deal more. The 
Cleveland Trust Company Business Bulletin. 
Vol. 30 No. 11, November 15, 1949 
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Events 


In General 


Governors Seek to Bar MVA 


fttpen neem of the Missouri river 
valley states set out recently to find 
an alternative to the valley authority type 
of administration for the vast Federal- 
state development program under way 
in the basin. 

Prompted by a fear that the basin 
might get an all-powerful authority from 
Congress unless affirmative action was 
taken immediately, the Missouri River 
States Committee, meeting in Omaha, 
Nebraska, decided to carry its problem 
to the council of state governments. 

Governor Val Peterson of Nebraska, 
committee chairman, was authorized to 
open conversations with Frank Bane, 
executive director of the council in Chi- 
cago, toward a study of the problem. 
Governor Peterson said he would name 
a special committee to confer with Mr. 
Bane. 

The study, he added, was “in order to 
have ready for Congress an affirmative 
answer on the vital question of admin- 
istering the many projects in the basin 
in a unified manner when the time 
comes.” One field to be explored is that 
of an interstate compact to govern the 
valley projects. 

The states’ action culminated a long 
period of discussion, mostly private, on 
the question of governing the $8.5 billion 
development program, particularly when 
its major phases are completed, 

Included in the giant program are 138 
dams and reservoirs for hydroelectric 
power, irrigation, flood control, conser- 
vation, and navigation, and many smaller 
projects for the control and development 
of land and water resources. 
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Nine of the ten basin states were rep- 
resented at the meeting. Minnesota, 
which has only a tiny corner within the 
valley, was not present. Seven governors 
attended. Colorado and Iowa governors 
sent representatives, 


REA Discourages Phone Loans 


HE Rural Electrification Adminis- 

tration recently suggested that elec- 
tric codperatives stay out of the rural 
telephone business. 

“At this time,” Administrator Claude 
Wickard said early this month, “it ap- 
pears desirable that the electric codpera- 
tives confine their operations to the power 
service field rather than enter the tele- 
phone business. 

“It does not appear to me to be wise 
to make both telephone and electric loans 
to the same borrower.” 

The REA said a copy of Mr. Wick- 
ard’s statement had been sent to all REA 
borrowers. It has made loans to codpera- 
tives for power service since 1935. A bill 
signed by the President in October au- 
thorized loans for extending and improv- 
ing rural telephone service and placed 
this program under the REA, 


Complete Joint Expansion Plans 


poms of the Idaho Power Com- 
pany and the Utah Power & Light 
Company announced last month that they 
expect to be able to meet all area electric 
power requirements, including those of 
the atomic reactor plant near Arco, 
Executives and engineers of the two 
companies met in Boise, Idaho, recently 
to complete joint plans for expansion of 
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electrical facilities in the area served. 

G. M. Gadsby of Salt Lake City and 
T. E. Roach of Boise, presidents, re- 
spectively, of the Utah and Idaho com- 
panies, said there is an ample supply of 
electric power on the two interconnected 
systems at the present time. 

They added that facilities will be en- 
larged in both states during the next five 
years to meet normal growth of the area 
and requirements of the atomic program. 

The Utah Power Company is now 


constructing two generating plants which 
will add 110,000 kilowatts. Plans also 
have been made for 150,000 kilowatts 
more in advance of need, 

The Idaho Power Company will com- 
plete 115,000 kilowatts of new hydro- 
electric plant capacity in 1949, plus an 
additional 25,000 kilowatts early in 
1950. Preliminary surveys have been 
made on power sites which will furnish 
200,000 kilowatts as the electric demand 
increases, it was said. 


Kansas 


Tax Decision Upheld 


Dyer mcmy must pay taxes for 
municipal improvements even 
though it receives no benefits “other 
than the privileges which come from liv- 
ing in an organized community,” the 
Tenth U. S. Circuit Court of Appeals 
ruled recently. 

The court upheld a decision by the 
Federal district court of Kansas ruling 
that the Morton Salt Company of South 
Hutchinson, Kansas, may be taxed by 
that community to support a $115,000 
bond issue for a city water system. 

The company, which gets its water 
from wells, contended that under the 
proposed bond issue it would be required 


to pay 46 per cent of the taxes and would 
receive no benefit from the water system. 


Commission Appeals Decision 


ce state corporation commission 
recently appealed the decision of 
Judge Paul H. Heinz of the Shawnee 
County District Court in the Southwest- 
ern Bell Telephone Company rate case 
to the state supreme court. 

Judge Heinz had ruled for the com- 
pany, setting aside the commission’s dis- 
missal of the company’s application for 
a rate increase in Kansas and remanding 
the case for additional testimony. 

Increased rates now are being collected 
under bond, but have not been approved. 


Kentucky 


REA Approves Co-op Loan 


4 help relieve a power shortage in 
east-central Kentucky, the Rural 


Electrification Administration last month 
approved a $10,265,000 loan to the East 
Kentucky Rural Electric Codperative 
Corporation of Danville. 

The loan, which is subject to the ap- 
proval of the state public service com- 
mission, will be combined with a pre- 
vious loan of $2,000,000 approved by 
REA to the corporation on October 9, 
1941, to build a 40,000-kilowatt steam 
plant at Ford, Kentucky, and a network 
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of 597 miles of 69-kilovolt transmission 
lines. 

The lines will carry the power to 
the load centers of the 13 REA-financed 
distribution codperatives which make up 
the membership of the East Kentucky 
Rural Electric Codperative Corporation. 

According to REA, the proposed 
transmission system will be constructed 
to connect with TVA’s transmission sys- 
tem in the area. This connection will en- 
able the codperative to call upon the TVA 
system for any power which might be 
needed to firm up its own supply. 





THE MARCH OF EVENTS 


Revision of Carrier Laws Sought 


NACTMENT of a revision of Kentucky 
laws regulating bus, taxi, and truck 
operations will be sought during the 1950 
session of the Kentucky legislature by 
John C, Watts, director of the state motor 
transportation division. 

Explaining his plans at a recent con- 
ference in Gilbertsville of a group of 
legislators who will serve in the state 
house of representatives, Watts said the 
carrier laws have been added to con- 
stantly since 1932 and now contain corr- 
flicts and ambiguities. “Some sections of 
the law cannot be understood by good 
lawyers and judges,” he said. 

Watts said he would seek revision of 
the carrier statutes which would give the 
state motor transportation division power 
over all bus operations. Under existing 
state law, the public service commission 
has authority over some bus operations 
within city limits, with the motor trans- 
portation division assuming jurisdiction 
when the routes go into the counties. He 
also seeks to increase the division’s au- 
thority in issuing taxi driver licenses. 


Co-op and Utility Row over 
Customer 


ee right to sell electricity to the new 
state tuberculosis hospital at Glas- 
gow will be argued in Frankfort on 
January 10th. The fight involves the 
Farmers Rural Electric Co6perative As- 
sociation, Glasgow, and the Kentucky 
Utilities Company. The state public serv- 
ice commission will conduct the hearing. 

In a complaint, the co-op said it con- 
tracted to provide power during con- 
struction of the hospital and began serv- 
ice in May, 1946. The hospital terminated 
the contract last August when construc- 
tion was finished. 

Kentucky Utilities, which serves the 
city of Glasgow, extended its lines to the 
site and began selling electric power to 
the hospital in August. 

When construction started, the build- 
ing was on the outskirts of Glasgow but 
in January, 1948, the city limits were 
extended to include it, The co-op con- 
tends that its contract should be restored 
and that it can serve the hospital as effi- 
ciently as the utility company. 


Maryland 


Temporary Rates Made 
Permanent 


EMPORARY gas, electric, and steam- 

heating rates of the Consolidated 
Gas, Electric Light & Power Company 
of Baltimore, put into effect last May, 
were made permanent recently by the 
state public service commission. 

At the same time, however, the com- 
mission noted that the company had 
“obligated itself” to make “substantial 
reductions” in the rates for gas service 
upon the conversion to natural gas next 
spring and summer. 


New rates for gas service are to be 
established about May Ist. 

The commission also pointed out that 
“charges now being paid for gas services 
are, for most customers, slightly lower 
than they were when the application to 
establish temporary rates was being 
heard,” despite the increase granted. This 
had been predicted by the commission 
in granting the temporary boost which 
now has been made permanent. It was 
said to be the direct result of lower fuel 
costs in the production of gas, which are 
reflected in the fuel rate adjustment 
charged to gas consumers. 


Massachusetts 


Utility Bills Filed 


| pe authority to approve rate in- 
creases for public utilities would be 
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given to the state legislature under terms 
of a bill filed on December Ist in the 
state house of representatives by Repre- 
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sentative Wilfred S. Mirsky, Boston 
Democrat. Increases would first be ap- 
proved by the state department of public 
utilities, under the bill, but would not be- 
come effective until approved by the state 
legislature. 


The Holyoke Municipal Gas & Elec- 
tric Commission has filed for considera- 
tion by the 1950 legislature a law which 
would authorize cities and towns having 
municipal lighting plants to sell and dis- 
tribute gas. 


Michigan 


Gas Rate Cut Ordered 


a CoNnsOoLIDATED Gas Com- 
PANY customers will get lower 
bills after January Ist. The state public 
service commission recently ordered a 
$2,400,000 annual reduction which will 
save the average Detroit householder 25 
cents a month. Most of the decrease will 
go to smaller customers using gas princi- 
pally for cooking and water heating, the 
order said. House-heating bills will be 
practically unchanged. 

“Any substantial reduction in gas rates 
for space heating would be unwise at this 
time while cooking and water-heating 
customers are paying materially higher 
prices,” commission officials asserted. 

The demand would become so great if 
heating rates were cut materially that 
even the new imports through the Michi- 
gan-Wisconsin Pipe Line Company con- 
duit from southwestern fields would not 
be adequate to supply it, the order said. 

It removes a surcharge of 7 cents per 
thousand cubic feet now paid by cus- 
tomers who use more than 2,500 cubic 
feet a month, 

Commission Chairman John H. Mc- 
Carthy said Michigan Consolidated’s re- 
turn on investment would be reduced 
from approximately 6 per cent to 5 per 
cent by the revision. However, he said, 
more than 100,000 new customers result- 
ing from elimination of restrictions on 


use of gas for space heating and indus- 
trial purposes will add to revenue by in- 
creasing volume. 

The company is not expected to ob- 
ject to the reduction. 


Court Dissolves Injunction 


HE Sixth United States Circuit 

Court of Appeals ruled recently that 
a Detroit Federal court had no jurisdic- 
tion in proceedings between Michigan 
Consolidated Gas Company and Pan- 
handle Eastern Pipe Line Company gov- 
erning the natural gas supply to Ann 
Arbor. 

The appellate court reversed a district 
court order and remanded the case for 
further proceedings. In the original 
hearings at Detroit, Consolidated had 
been granted an injunction preventing 
Panhandle from reducing the supply to 
Ann Arbor. 

Consolidated had a contract under 
which Panhandle was to deliver 2,000,- 
000 cubic feet a day. Ann Arbor’s nor- 
mal supply, however, was more than 5,- 
000,000 cubic feet daily. Fearing this 
would be reduced, Consolidated got an 
order from the Federal Power Commis- 
sion for delivery of 5,782,000 cubic feet. 
The appellate court said the lower court 
had no jurisdiction since Consolidated 
could get relief from the FPC itself, 


New York 


FPC Approves Natural Gas 


HE Central Hudson Gas & Electric 
Corporation recently received offi- 
cial permission from the Federal Power 
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Commission “to construct and operate 
the facilities” necessary to bring natural 
gas to its customers. Company officials 
announced that this final action should 
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assure use of natural gas in the com- 
pany’s franchise area before the end of 
1950. They explained that they were im- 
mediately confirming preliminary orders 
for pipe and other construction materials 
and that work on the project would begin 
at once. 


- 
Rhode 


Surveys New England’s Power 
Potential 


_- to a series of articles re- 
cently published by the Providence 
Journal-Bulletin, engineers could devel- 
op another 1,084,775 kilowatts of hydro- 
electric power on New England’s rivers 
if they could do the job with no strings 
attached. This is the amount of poten- 
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Central Hudson will buy natural gas 
from the Home Gas Company, a sub- 
sidiary of the Columbia Gas System, 
which is now completing construction of 
a pipeline carrying gas from Texas that 
will reach a point in the town of Tuxedo 
only 24 miles from Newburgh. 


Island 


tial water power that could be harnessed 
if economics and damage to private prop- 
erty and communities were ignored. 
George H. Arris, business and financial 
editor of the paper, wrote the series. 

The newspaper’s figure is based on a 
6-week survey conducted by Arris and 
is the estimate of engineers from the 
U. S. Geological Survey, state commis- 
sions, and private utilities. 


Virginia 


Urges Power Parley 


N “exploratory conference” between 
power companies and electric co- 
Operatives on the problem of channeling 
power to rural consumers was envisioned 
by the governor’s Advisory Council on 
the Virginia Economy recently as a possi- 
ble solution to one of sundry controver- 
sial subjects under examination by the 
council. 

The group endorsed a recommenda- 
tion from its water resources commit- 
tee, which asked that a suggestion for 
such a conference be put before the gov- 
ernor. 

State Senator Lloyd C. Bird, of Ches- 
terfield county, said he understood such 
a conference would be agreeable to the 
parties most concerned—the state’s 
power companies and its electric codp- 
eratives. 

The recommendation was one of six 
which the council endorsed following 
their submission from affiliated commit- 
tees. The council then voted to draw up 
proposals to be forwarded to the gov- 
ernor on the basis of the six recom- 
mendations affirmatively acted upon. 
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Co-op Expansion Held Step to 
Socialization 


HE proposed expansion of the Old 

Dominion Electric Codperative 
would be “a long step toward socializa- 
tion of electric power in Virginia,” J. 
G. Holtzclaw, president of the Virginia 
Electric & Power Company, charged re- 
cently. 

In “An Open Letter to the People of 
Virginia,” published in newspapers, 
Holtzclaw said the steam-generating 
plant which the co-op wants to build at 
Scottsville would reduce the number of 
power sources available to codperatives 
and increase the cost of their power. 

Building of a “completely unnecessary 
power station and almost 900 miles of 
equally unnecessary transmission lines” 
also would defeat the purpose of the 
Rural Electrification Administration, he 
said. 

Old Dominion has had a $14,320 loan 
approved by the REA, and was sched- 
uled to petition the state commission this 
month for authority to go ahead with the 
construction of the Scottsville plant and 
transmission lines. 
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Progress of Regulation 


Rate Base, Depreciation, and Pension Expense Studied in 
Relation to Telephone Rate Increase 


HE Pennsylvania commission al- 

lowed a statewide telephone com- 
pany a sizable rate increase after its in- 
vestigation indicated that while the rates 
proposed by the company would yield an 
excessive return, the company’s existing 
rates were entirely inadequate. 

In its evaluation of property used and 
useful in public service, the commission 
attempted to ascertain reproduction cost 
based on the fair average price of ma- 
terials, property, and labor, On the ques- 
tion of labor costs the commission re- 
jected the computation by the utility. 
Costs of labor in regular operations and 
costs used by the accounting department 
in its computation of unit retirement 
costs were described as unacceptable in 
a determination of reproduction cost. 
These figures deal with labor perform- 
ance experienced under original cost 
which is piecemeal construction and not 
the labor performance which would be 
experienced under wholesale reproduc- 
tion of plant in one vast project over a 
relatively short period of time. 

Real estate held by the company for 
future use was excluded from the rate 
base. The land, the commission found, 
would not be used for some indefinite 
time and, consequently, could not be said 
to be available for imminent use. Infor- 
mation would also be required on the ef- 
fect of the new property on plant reve- 
nues and expenses if it were to be allowed 
as an element of value, 

The commission discussed the utility’s 
figures on accrued depreciation of build- 
ings and pointed out that physical de- 
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terioration alone may not be relied on, 
since average service life must also be 
considered. The utility’s determination 
of accrued depreciation at approximately 
66 per cent on the age-life basis, consid- 
ering the age of the buildings related to 
their expected service life, was consid- 
ered proper. 

An inconsistency in the utility’s com- 
putation of annual and accrued depre- 
ciation was pointed out. The company 
was not permitted to consider that its 
buildings were being “consumed” at an 
annual rate of 2.3 per cent which, over 
the average age of eighteen years, would 
indicate an accrued depreciation of ap- 
proximately 41 per cent, and at the same 
time contend that the “consumption” of 
the buildings was at a much lesser rate; 
namely, 0.89 per cent annually with ac- 
crued depreciation of 15.97 per cent. 

A complex procedure involving sys- 
tematic random sampling, subdivision, 
clustering, and subsampling and com- 
bination of such procedures was consid- 
ered an acceptable method of determin- 
ing the extent to which physical plant 
had deteriorated, for valuation purposes. 

The status of the company as a mem- 
ber of a nation-wide telephone system 
was considered in so far as it was relevant 
to a determination of the value assign- 
able to newly purchased equipment and 
the propriety of allowing so-called license 
payments as operating expenses. 

When a telephone company purchases 
equipment from an affiliate, the commis- 
sion ruled, the reasonableness of the ex- 
penditures cannot be judged solely by 
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comparing the prices of the various sup- 
pliers of telephone equipment, since the 
relationship between buyer and seller 
makes it imperative that the manufactur- 
ing subsidiary should not make an ex- 
cessive profit at the expense of its affili- 
ated operating company. No adjustment 
was made in the cost of the equipment, 
notwithstanding the fact that the manu- 
facturer made a greater return on its 
sales to the utility than would be allowed 
by the commission to a company serv- 
ing the public. The commission said that 
the cost of equipment compared favor- 
ably with the prices of other suppliers 
and that the ultimate effect of the trans- 
actions on the utility’s original cost, or 
in turn on its reproduction cost, would 
be negligible, 

The company’s payment of one per 
cent of operating revenues to a nation- 
wide parent company for various services 
including but not limited to research, ac- 
counting, financing, and methods and 
practices was approved. It appeared that 
the nature of the services rendered and 
the various assumptions which would be 
required to determine their actual costs 
would result in finding costs no less vul- 
nerable than the results of allocation on 
a percentage basis, 

The company’s pension plan was de- 
scribed as beneficial and necessary under 
present-day labor relations in order to 
maintain an efficient staff of employees. 
The full amount of the so-called “freez- 
ing charge” paid into the pension fund 
to arrest the growth of the unfunded por- 
tion of the actuarial reserve was included 
in operating expenses. 

In addition to this allowance, the pe- 
riodic adjustments which are required to 
correct variances between actual experi- 
ence and the assumptions made in deter- 
mining the annual accruals for pensions 
were allowed, These adjustments, the 
commission said, are unavoidable and 
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unpredictable and, consequently, should 
be allowed. 

Rate case expenses of almost a million 
dollars, including $200,000 in counsel 
fees and $400,000 for outside experts, 
were allowed, The commission, however, 
required that these expenses be amor- 
tized over a 5-year period. 

The question of allowance or disallow- 
ance of the costs of a rate proceeding 
must be determined in the light of the 
facts in each case. In this proceeding, the 
commission continued, the utility had to 
meet the complaint of the commission 
and several interveners, all of whom 
conducted their cases in a very aggres- 
sive and thorough fashion. Notwith- 
standing countless objections, the com- 
pany demonstrated that it was entitled to 
a sizable increase in rates and, conse- 
quently, should be permitted to charge 
its out-of-pocket rate case costs to op- 
erating expenses. 

In separating the property, revenues, 
and expenses of the company between 
interstate and intrastate, the commission 
followed the procedures and principles 
set forth in the “Separations Manual” 
prepared and approved by the National 
Association of Rail:oad and Utilities 
Commissioners and a committee of the 
Federal Communications Commission. 

A rate of return of 6 per cent was 
allowed. This return was considered suffi- 
cient to enable the company to maintain 
credit and attract necessary capital. In 
arriving at this rate the commission made 
allowance for long-range trends in the 
cost of capital, but avoided abnormal 
spot conditions. The commission con- 

sidered the company’s computation of 
the replacement cost of debt capital based 
on evidence of the present cost of long- 
term maturities as fair and reasonable. 
Public Utility Commission et al, v. Bell 
Teleph. Co. (C. 14499, 14497, 14502, 
14561, and 14562). 


e 


Stream of Passengers Interstate Vests Federal Commission 
With Power to Fix Local Rates 


RB i United States Supreme Court, 
in a split (5 to 3) decision, reversed 
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a district court order invalidating an In- 
terstate Commerce Commission transit 
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rate order affecting service in the Dis- 
trict of Columbia and Virginia, 

During the war years the Federal com- 
mission had established joint rates for 
the transportation of passengers trans- 
ferring from Capital Transit Company 
busses and streetcars to busses operating 
between downtown Washington and 
military establishments in near-by Vir- 
ginia. The district court then prohibited 
enforcement of the order, but Supreme 
Court allowed it to go into effect. 

At the time of that decision the Su- 
preme Court noted that the Capital 
Transit Company operated both intra- 
District and out-of-District busses and 
streetcars and that thousands of govern- 
ment workers and officers and men and 
women of the armed forces were daily 
traveling to and from Washington and 
Virginia on its busses or the busses of 
other companies. The court referred to 
this daily stream of workers as an inter- 
state movement subject to regulation by 
the Interstate Commerce Commission. 
This decision applied to the entire opera- 
tion whether the same bus company was 
used inside and outside the District or 
whether transfer from Capital Transit 
to another line was effected before leav- 
ing the District. 

The matter came before the Supreme 
Court again in October, 1949, after the 
district court had held that the service 
had become intrastate and that, conse- 
quently, the Interstate Commerce Com- 
mission’s through rate could not stand. 

The district court supported its posi- 
tion with a recitation of changed con- 
ditions which might be telegraphically 
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stated as follows: The war is over; 
fewer government employees work in 
Virginia ; national defense no longer need 
be reckoned with in a transit proceeding ; 
Capital Transit has abandoned its Dis- 
trict-Virginia bus line. 

The Supreme Court disagreed and ad- 
hered to its previous holding supporting 
the through rate. It ruled that the transit 
company’s bus and streetcar transporta- 
tion of passengers traveling to and from 
Virginia is an integral part of an inter- 
state movement, notwithstanding the fact 
that the company’s part in the movement 
is wholly within the District. 

Chief Justice Vinson and Justices Reed 
and Jackson dissented on the ground 
that this “stream of passengers” theory 
is not a proper construction of the Motor 
Carrier Act. The act, they said, was not 
intended to cover a transit company 
rendering intrastate service for passen- 
gers who intend to continue their jour- 
ney across state lines by way of another 
and wholly unconnected company. 

Possible consequences of the majority 
decision, in the words of dissent, are: 


Its unlimited language sweeps into 
the hands of the commission the 
regulation of all local transportation 
that carries a large proportion of 
passengers destined for or arriving 
from out-of-state points. For example, 
the court’s ruling would seem to in- 
clude the New York city commuter 
traffic moving by local bus, subway, 
and streetcar service on its way to and 
from interstate busses. 


United States v. Capital Transit Co. 


Book Cost Rather Than Current Cost Adopted As Basis for 
Rate Making 


To South Dakota commission de- 
nied a telephone company’s appli- 
cation for an increase in intrastate rates. 
The company is a subsidiary of the 
American Telephone and Telegraph 
Company and conducts toll and local ex- 
change service in several states, both in- 
terstate and intrastate. 

The commission held that existing 
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rates were yielding a reasonable return 
of 6 per cent upon the company’s net in- 
vestment, This was determined upon the 
average net investment for the entire 
year, rather than as of a specified date. 

The company submitted exhibits show- 
ing not only book cost of property but 
also current cost. The commission ob- 
served that nearly all regulatory com- 
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missions have rejected reproduction cost 
new as a basis for rate-making purposes. 
It noted that current cost is based on cur- 
rent prices which are bound to fluctuate 
and change from time to time. Therefore, 
it rejected the current cost theory and 
adopted book cost less depreciation as a 
rate base. 

The company was criticized for not 
using the right method of separating in- 
terstate and intrastate revenues and ex- 
penses. The company insisted, however, 
that contracts covering the division of 
revenues were binding on the commis- 
sion, since the procedure followed had 
been accepted by a committee of the Na- 
tional Association of Railroad and Utili- 
ties Commissioners. 

The commission had never accepted or 
agreed to such a formula. It said that at 
best the work of that committee was ad- 
visory only. The company had given ap- 
proval to the committee’s findings but 
stated that none of the company’s officials 
had made studies to determine the cost 
of the intrastate operations. They had 
accepted the contract because it was rec- 
ommended to them by the parent com- 
pany. 

The company based the separation of 
expenses between interstate and intra- 
state operations upon use of plant alone. 
This was held to be fundamentally 
wrong because it neglected important 
factors such as the indispensable nature 
of the local service plant and the greater 
economic value of long-distance tele- 
phone calls. Consequently, the commis- 
sion found that the expense of local intra- 
state service was overstated, It took the 
position that interstate toll rates should 
cover the full cost of toll service, and 
that a complete allocation of plant and 
expense from the calling to the called 
should be made. 

The commission also held that the 
company’s depreciation fund was exces- 
sive and should be reduced. The depre- 
ciation reserve balance amounted to 
39.46 per cent of the book cost of de- 
preciable plant. The property was found 
to be well maintained. Testimony indi- 
cated that the per cent condition of 
any well-maintained telephone property 
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should be better than 80 per cent. There- 
fore, it was found that the company had 
been taking out twice as much deprecia- 
tion annually as it was justified in doing. 
Various commissions have held that a 
large disparity between the observed or 
realized depreciation and the amount ac- 
cumulated in the depreciation reserve 
must be regarded as evidence that ac- 
cruals are excessive. 

The company was ordered to reduce 
each year in the future the total dollar 
amount of depreciation, as assessed under 
its rates, to a figure bearing a direct rela- 
tion to the average experienced net loss 
on retirements for the past several years. 

The commission, although stating that 
it favors pension systems, believed that 
the amount of accruals to the pension re- 
serve were grossly in excess of current 
pensions which the company was actual- 
ly paying to retired employees. The Bell 
system pension plan was criticized. The 
commission thought that the pay-as-you- 
go plan was preferable to the accrual pen- 
sion plan. 

Commissioner Doherty dissented on 
the ground that present rates did not 
yield a fair return. He said that the ma- 
jority arrived at a return of 6 per cent 
by the simple process of disallowing large 
segments of operating expense, These 
reductions, with the exception of chari- 
table contributions, which, he said, 
should be on a personal basis, found no 
support under the law or upon the evi- 
dence in the case, in his opinion. Com- 
missioner Doherty stated that it is the 
commission’s duty and responsibility to 
fix just and reasonable rates. Such rates, 
he said, must be high enough to assure 
continuation of adequate service and to 
enable the company to maintain its finan- 
cial stability and credit, He believed that 
a return lower than 5 per cent would be 
unreasonable and confiscatory, 

Exception was taken to the majority’s 
ruling on pension expense. Commissioner 
Doherty pointed out that where the pro- 
priety of the accrual plan, as used by the 
Bell Company for the purpose of creating 
a pension fund, has been directly at issue, 
as against the pay-as-you-go plan, the 
courts have practically been unanimous 
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in sustaining the accrual plan and hold- 
ing that payments made thereunder are 


legitimate operating expenses, Re North- 
western Bell Teleph. Co. (F-2206). 
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Commission Scores Overaccrued Depreciation Reserve 


A—— company which had ac- 
cumulated a depreciation reserve 
amounting to 82 per cent of plant in serv- 
ice was ordered by the Wisconsin com- 
mission to reduce its depreciation ac- 
crual to 3.5 per cent per annum. The 
commission described this reserve as 
“obviously overaccrued.” The record 


further indicated that while this reserve 
was being accrued the company had not 
earned a fair return. 

New rates authorized by the commis- 
sion were somewhat lower than those 
proposed by the company but still would 
yield a return of 6 per cent. Re Crandon 


Teleph. Co. (2-U-3074). 
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Conditions Imposed on Municipal Water Plant Construction 


MUNICIPAL water utility was author- 
ized to construct a new well and 
pumping station and install water main 
extensions, where it appeared to the Wis- 
consin commission that public con- 
venience required additional facilities. 
The commission conditioned its ap- 
proval on the city’s first obtaining ap- 


e 


proval of the state board of health of its 
plans and specifications, on its being noti- 
fied of any major change in design, loca- 
tion, size, or cost of the proposed con- 
struction, and finally on a report being 
made to the commission of the actual cost 
of the completed additions. Re Hillsboro 
(2-U-3095). 


Court’s Invasion of Commission Province Reversed 


TEMPORARY order issued by the 

Texas District Court restraining 
the discontinuance of passenger train 
service between two towns was dissolved 
on appeal by the Texas Court of Civil 
Appeals. The higher court’s decision 
was based on the fact that the commuis- 
sion and not the court had jurisdiction 
of the matter in the first instance. 

The record indicated that the munici- 
pality protesting the change in service 
had invoked the jurisdiction of the com- 
mission by letter shortly after the pro- 
posed change, involving the discontinu- 
ance of certain passenger trains, was 


made known. The commission answered 
the letter and began an investigation. 
Other correspondence followed. 

The circuit court ruled that the ex- 
change of letters indicated that the com- 
mission had assumed jurisdiction and 
had set the matter down for hearing. The 
court reasoned that the two tribunals 
could not entertain jurisdiction over the 
same matter at the same time and, conse- 
quently, since the commission had acted 
first and within its authority, the court 
order could not stand. Missouri, K. & 
T. R. Co. of Texas v. City of Whitney 
et al, 222 SW2d 1009. 


=e 
Historical Cost Base Used in Water Rate Hearing 


HE California commission, in evalu- 
ating the property of a water utility 
for rate-making purposes, followed its 
time-honored rule of using an undepre- 
ciated historical cost rate base, but ex- 
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pressed its concern over the effect of 
spiraling prices on future plant costs and 
the fact that present facilities could not 
be replaced for the historical book cost 
at present price levels. 
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The commission said that the use of a 
historical cost base which is the most 
readily obtainable and least speculative 
of any base wili result in no injustice 


provided proper recognition is given to 
the utility’s financial needs in return, Re 
Califorma Water Service Co. (Decision 
No, 42498, Application No. 29392). 
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Rail Rate Reduction Allowed Despite “Rate War” 


RAILROAD’S new rate schedule pro- 
viding for a lower charge for rail 
shipments of petroleum products was 
permitted by the Colorado commission 
to go into effect where the rates were 
found to be compensatory and where 
protests of motor carriers that a rate war 
was imminent were found to be unwar- 
ranted. 
The burden of proof, the commission 
said, where a carrier proposes a lower 
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rate should be on those who oppose the 
reduction to show that it should not be 
granted and not upon the carrier to show 
that it should be. The commission found 
that protesting motor carriers did not 
satisfactorily establish that the railroad 
rates were unreasonably low or would 
cause undue hardship. Re Rates on Pe- 
troleum and Petroleum Products in Tank 
Cars (Investigation and Suspension 
Docket No. 292, Decision No, 33553). 


Deficient Depreciation Reserve Corrected 


op New York commission required 
a public utility company to make up 
the deficiency in its depreciation reserve 
by crediting money to its depreciation 
reserve each year until the deficiency has 
been made good, It stated that while the 
courts have never questioned its power 
to determine the amount of actual exist- 
ing depreciation in a rate case, they have 


held that it did not have power to provide 
a uniform system for depreciation ac- 
counting. 

The commission believed it would be a 
protection to the public, particularly the 
investing public, to be able to know what 
basis of depreciation would be used in a 
rate case. Re Central Hudson Gas & 
Electric Corp. (Case No, 10149). 
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Other Important Rulings 


HE Wisconsin commission ruled 

that a telephone toll rate schedule 
was discriminatory where no rate was 
provided for person-to-person messages 
and where rates in one direction were 
lower than rates in the other direction 
for the use of the same facilities. Re 
Fennimore Teleph. Co. (2-U-3079). 


The Wisconsin commission rescinded 
authorization to construct a water tank 
where a municipal water utility had failed 
to exercise the authorization within the 
time prescribed, the commission stating 
that it is not its policy to grant or con- 
tinue in effect indefinitely authorization 
for projects not imminently necessary. 
Re Village of Shell Lake (CA-2546). 
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The Pennsylvania commission, in de- 
termining a natural gas rate base, held 
that expensed property should be exclud- 
ed from original cost and from any esti- 
mate of reproduction cost. Rates yield- 
ing a return of 63 per cent were allowed. 
Public Utility Commission v. Saxonburg 
Heat & Light Co. (Complaint Docket 
No. 14501). 


The Missouri commission ordered a 
local bus company to eliminate the regu- 
lar weekly pass on the ground that it was 
highly discriminatory in favor of the fre- 
quent rider, Adult fares of 12 cents cash, 
or three tokens for 35 cents, were au- 
thorized. Re St. Louis Public Service 
Co. (Case No. 11520). 
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A motor carrier was denied an exten- 
sion of his certificate by the Colorado 
commission, where it appeared that his 
primary concern with his own traffic 
would militate against his ability to per- 
form properly his duty under the mail 
contract which brought him into the 
transportation field originally and would 
result in a loss of revenue to the gov- 
ernment. Re Helmericks (Application 
No, 9949-PP-Extension, Decision No. 
33594). 


The New York commission allowed 
a water utility a 6 per cent return on its 
rate base after finding that the present 
conditions of the money market and the 
return received by comparable enter- 
prises established its reasonableness. Re 
Sea Cliff Water Co. (Case No. 14145). 


The Wisconsin commission refused to 
allow an electric utility to include as an 
expense an allowance for income tax for 
the current year on those divisions of its 


plant which would operate at a profit 
where it was apparent that the utility 
would not be subject to any income tax 
on its over-all operation, Re Interstate 
Light & P. Co. (2-U-2868). 


An electric utility whose present rates 
were found to be inadequate was per- 
mitted by the Wisconsin commission to 
put a new rate schedule into effect which 
would yield a return of 6 5) cent. Re 
Wisconsin Rapids (2-U-30 


Employees’ organizations were per- 
mitted by the New Jersey board to ap- 
pear and participate in a proceeding in- 
volving discontinuance of railroad trains 
although no proof was made that any 
member of these organizations was a 
present or potential revenue passenger. 
The board indicated that the effect of 
discontinuance on employment was suffi- 
cient to establish an interest. Re Train 
Discontinuance on Penns Grove Branch 
(Docket No. 4757). 
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FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Southern Bell Telephone & Telegraph 
Company 


Order No. B. T. 234, Docket No. 1637 
August 3, 1949 


PPLICATION for authority to increase intrastate telephone 
1 \ rates; authority granted. 


Return, § 64 — Confiscatory telephone rates — Earnings history of company. 

1. A telephone company cannot claim that it has been operating under con- 
fiscatory intrastate rates where operation has been exceptionally profitable 
for many years, it has enjoyed excellent credit and has had a good dividend 
record, its funded debt and its depreciation reserve have increased, and its 
appropriated and unappropriated surplus over and above these capital re- 
serves have increased ; the actual experience of the utility over the years is 
more convincing than tabulations of estimates, p. 164. 


Expenses, § 87 — License fees — Payment to parent telephone company. 
2. The Commission made a specific allowance as a charge to a subsidiary 
telephone company’s operating expenses for services rendered by a parent 
company under a license contract, without specifically approving the fixed- 
percentage-of-revenue basis for the calculation of the license fee, p. 167. 


Expenses, § 49 — Pension accruals — Miscellaneous income charges. 
3. Current pension accruals are proper operating expenses, but such ac- 
cruals charged to income under Miscellaneous Income Charges Account 
should not be approved as current operating expenses, p. 169. 


Expenses, § 49 — Pension costs — Unfunded actuarial liability. 
4. Payments into a telephone company’s pension fund to arrest the growth 
of its unfunded actuarial liability may not be allowed as current operating 
charges, p. 169. 


Valuation, § 39 — Rate base determination — Reproduction cost factor. 
5. Testimony concerning reproduction cost is too speculative and conjec- 
tural to have probative value for rate-fixing purposes, p. 170. 


Valuation, § 36 — Rate base determination — Net average investment. 
6. A rate base predicated upon net average investment ascertained from 
original cost, less accrued depreciation, plus allowance for working capital, 
is fair to the utility, its investors, and consumers or subscribers, and it gives 
recognition to every dollar invested in the property used and useful in 
rendering public service, p. 170. 

Valuation, § 224 —- Rate base determination — Plant under construction. 
7. A telephone plant under construction should be excluded from the rate 
base where no allowance has been made in operating accounts for additional 
revenues to be received from such plant and where the company makes 
charges for interest during construction, p. 171. 
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Valuation, § 213 — Rate base determination — Property held for future use. 


8. Property held for future use should be excluded from a telephone com- 
pany’s rate base where no plan is disclosed for its immediate use, p. 171. 


Valuation, § 68 — Rate base determination — Excess over original cost. 
9. The amount entered in a telephone company’s Plant Acquisition Adjust- 
ments Account, representing the difference between the amount of money 
actually paid for telephone plant acquired and the original cost of such 
plant, should be excluded from the rate base as not representing property 
used and useful in the rendition of service where the company has not 
justified its inclusion in the rate base, p. 172. 


Valuation, § 288 — Rate base determination — Working capital allowance. 


10. Working capital is an element of value to be considered in arriving at 
a proper rate base, p. 172. 


Valuation, § 289 — Working capital allowance. 
11. A working capital allowance should be sufficient to furnish a public 
utility company with funds to meet current operating bills when due and to 
provide for a stock of necessary materials and supplies to be used in the 
upkeep of the business, p. 172. 


Valuation, § 317 — Working capital allowance — Telephone company. 
12. \Vorking capital allowance in the rate base of a telephone company will 
be proper and reasonable when arrived at by taking one-eighth of the annual 
operating expenses for the toll service, less certain specified items, this being 
equivalent to forty-five days for such charges, p. 172. 

Valuation, § 293 — Working capital allowance — Telephone company. 
13. A telephone company’s exchange operating expenses should not be con- 
sidered in arriving at an allowance for working capital for the company in 
view of the advance billing for exchange services, p. 172. 

Return, § 22 — Reasonableness — Factors considered. 
14. The more important factors entering into a determination of a fair 
return are the general economic conditions, the ability of the utility to attract 
capital, the current cost of money, the financial history of the company, 
the risk involved, comparisons with other enterprises, and efficiency of man- 
agement, p. 173. 

Return, § 29 — Reasonableness — Legal interest rate. 
15. That the legal rate of interest is fixed by statute at 6 per cent is one 
element which may be considered in fixing a return for a telephone com- 
pany, p. 173. 

Return, § 27 — Reasonableness — Earning requirements rate. 
16. A return predicated upon the relative amounts of debt capital and equity 
capital, the rate of interest paid on debt capital, and the rate of dividends 
to which a company contends its parent company is entitled is unreliable 
because it attempts to establish the company’s so-called earning requirements 
rate as a reasonable rate to which the company is entitled, p. 173. 


Return, § 111 — Telephone company. 
17. Rates yielding a return of 6 per cent were considered reasonable and 
fair for a telephone company, p. 173. 
Return, § 35 — Effect of high construction costs — Revenue requirements. 
18. The Commission, in fixing intrastate telephone rates to yield a return 
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of 6 per cent upon average net investment, authorized an additional net 
operating income increase in order to give consideration to the current high 
cost of construction which reasonably might be expected to obtain until 
the company’s construction program was completed, p. 175. 


Expenses, § 12 — Amortization of telephone exchange — Nonrecurring items. 
19. Amortization of one of a telephone company’s exchanges should be 
disallowed as an operating charge for rate-making purposes, as a non- 
recurring expense which should not be considered in fixing rates for the 


future, p. 176. 


By the ComMMISSION : 


I. Nature of Proceedings 


On October 25, 1948, Southern 
Bell Telephone and Telegraph Compa- 
ny, hereinafter referred to as “the 
Utility,” filed with the Florida Rail- 
road and Public Utilities Commis- 
sion a formal notice of certain pro- 
posed changes in its general sched- 
ule of rates and charges for intrastate 
telephone service furnished by it with- 
in the state of Florida. Said notice 
provided that the proposed changes in 
the Utility’s local exchange and intra- 
state toll rates would go into effect 
November 24, 1948. 

Coincidental with the filing of said 
notice and based on the Utility’s con- 
tention that its rates and charges then 
in effect were not only unreasonably 
low but in fact confiscatory, the Util- 
ity filed a motion for authority to put 
into immediate effect under bond, the 
increased rates and charges contained 
in said notice. Said motion was for- 
mally presented to the Commission in 
Tallahassee, Florida, on November 4, 
1948, and oral argument made in sup- 
port thereof. 

Thereafter, on November 12, 1948, 
the Commission entered its Order B. 
T. No. 218, setting the entire matter 
down for public hearings and defer- 
ting action on the motion until after 
said hearings had been held. 
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Public hearings, pursuant to formal 
notice, were held on the proposed in- 
creased rates and charges in Miami, 
Jacksonville, and Tallahassee, Florida, 
during the period from December 1, 
1948, to and including December 15, 
1948. At the conclusion of said hear- 
ings the Utility renewed its motion for 
authority to put into immediate effect 
under bond the proposed increased in- 
trastate rates and charges attached to 
the notice filed with the Commission 
on October 25, 1948. The principal 
protestant at these hearings joined the 
Utility in requesting that the proposed 
increases be put into immediate effect 
under bond but specifically stated that 
such action on his part should not be 
interpreted as meaning that he felt 
that the increases should finally be 
allowed as requested. 

On December 23, 1948, the Com- 
mission entered its Order B. T. No. 
219 authorizing the Utility to put in- 
to effect as of January 1, 1949, under 
one million dollar bond, 60 per cent of 
the increases set out in the notice of 
October 25, 1948, and deferring final 
action and decision on the requested 
increases pending further consideration 
by the Commission. It was estimated 
that the proposed increases would pro- 
duce approximately $2,600,000. It 
was likewise estimated that the 60 per 
cent interim increases allowed under 
bond would produce approximately 
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$1,600,000 in additional revenue on an 
annual basis. 

On February 17, 1949, while the 
Commission had under consideration 
the proposed increases of October 25, 
1948, the Utility filed an additional 
or supplemental petition and motion in 
which it was alleged that general wage 
increases granted by the Utility since 
the Commission’s order allowing the 
aforesaid interim increases, amounted 
to approximately $912,000 on an an- 
nual basis and constituted additional 
operating expenses, not taken into con- 
sideration at previous hearings on the 
Utility’s applications for increases in 
its rates and charges. The Utility 
claims that it will require $970,000 in 
additional gross revenue annually to 
offset the aforesaid $912,000 in wage 
increases. Further, the Utility, in its 
supplemental request, contends that in 
order to offset what is alleged to be the 
depressing effect on earnings of the 
current high cost of construction and to 
provide a reasonable return to the Util- 
ity, there must be provided $1,118,000 
in additional gross revenues annually 
over and above the interim increases 
previously allowed by the Commission 
and the $970,000 aforesaid required to 
offset the wage increases granted by 
the Utility subsequent to the Commis- 
sion’s interim order. Thus, by its 
supplemental petition and motion the 
Utility is seeking increases in its in- 
trastate local exchange and toll rates 
and charges of approximately $3,228,- 
552 annually over those presently in 
effect under bond. Therefore, total 
increases involved in this proceeding 
will approximate $4,800,000 on an an- 
nual basis. 

A public hearing was held on the 
Utility’s supplemental petition and mo- 


tion in Miami, Florida, on April 4, 
1949, at which hearing the Utility ad- 
duced additional testimony and statis- 
tical data in support of its application. 

Briefs have been filed by the Utility 
and all parties protestant, and have 
been duly considered by the Commis- 
sion. 


II. Corporate Structure and Operating 
Results 


Southern Bell Telephone and Tele- 
graph Company is a corporation or- 
ganized under the laws of the state of 
New York on December 20, 1879, for 
the purpose of doing a general ex- 
change and toll telephone business in 
the states of Florida, Alabama, Geor- 
gia, Kentucky, Louisiana, Mississippi, 
North Carolina, South Carolina, and 
Tennessee. This Utility also, in con- 
junction with the long lines depart- 
ment of the American Telephone and 
Telegraph Company (hereinafter re- 
ferred to as the American Company), 
originates and terminates long-dis- 
tance interstate telephone messages. 
Its operations, therefore, are both in- 
trastate and interstate in character ne- 
cessitating a separation of its invest- 
ment, revenue, and expense accounts 
between these two classes of service. 

The par value of the capital stock 
of Southern Bell was $300,000,000 
as of July 31, 1948. This stock is not 
traded on the open market but is whol- 
ly owned and retained exclusively by 
the American Company. As of the 
same date Southern Bell’s bonded in- 
debtedness was $180,000,000. 

[1] Southern Bell’s operations have 
been exceptionally profitable for many 
years. Its financial history repels the 
suggestion that it has or is suffering 
from confiscatory rates. Its last gen- 
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eral rate increase, prior to 1947, was 
in 1922. Its capital stock rose from 
$30,100,650 in 1922 to $52,751,550 
in 1923; to $67,899,400 in 1925; to 
$99,999,500 in 1927 ; to $124,999,000 
in 1929; to $175,000,000 in 1941 and 
to $300,000,000 in 1948. Its funded 
debt, which was somewhat less than 
$16,000,000 in 1922, increased to 
$180,000,000 in 1948. During this 
period the Utility paid the interest on 
its debt, and for many years 8 per 
cent dividends on its stock. Only three 
years did the dividend returns drop 
below 6 per cent. Its depreciation re- 
serve increased from $20,833,824 in 
1923 to $141,280,551 in 1948. Its 
appropriated and unappropriated sur- 
plus, over and above these capital 
reserves, increased from $1,975,674 
in 1922 to $6,954,103 in 1948. 
Its fixed capital, that is the book 
cost of total plant and _ general 
equipment, which was $97,155,133 in 
1922 increased to $642,020,551 in 
1948. We do not lose sight of the fact 
that this showing embraces the en- 
tire business of the Utility, both in- 
terstate and intrastate, but it appears 
that the intrastate investment in Flor- 
ida approximates 85 per cent of the en- 
tire investment of the company in this 
state. The company’s business has 
expanded with great rapidity. The 
number of telephones increased from 
537,526 in 1922 to 2,796,890 in 1948. 
Plant additions since 1922 have ex- 
ceeded total plant investment as of 
1922. The Utility has been so man- 
aged and the property has been kept 
at such a high and even standard of 
maintenance that it presently has ap- 
proximately no deferred maintenance, 
and was at all times capable of giving 
adequate telephone service. So far 
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as the record discloses, the property 
has been efficiently and economically 
operated, and the company has en- 
joyed excellent credit, and has had a 
good dividend record. 

This actual experience of the Utility 
over the years is more convincing than 
tabulations of estimates. In the face 
of that experience, and even its pres- 
ent earnings, we are unable to conclude 
that the Utility has been, or is, operat- 
ing under confiscatory intrastate rates, 
as claimed in the various petitions 
and motions now before this Commis- 
sion. Elaborate conclusions which are 
at war with realities fail to impress us 
that the charge of confiscation is well 
founded. The glaring incongruity be- 


tween the return that the Utility con- 
tends must be available in order to 
avoid confiscation, and the actual re- 
sults of the company’s business leads 
inevitably to the conclusion that con- 


fiscation is not resulting from the pres- 
ent rate structure. 

While too much weight should not 
be given to operating ratios in deter- 
mining the revenue needs of a utility, 
still this figure is frequently used as 
an index of operating results. It is 
obtained by dividing the operating ex- 
penses by the operating revenues and 
is not to be confused with expense ra- 
tio. Expressed in other terms, the 
operating ratio represents the cost in 
cents of producing one dollar of op- 
erating revenues. Since the operat- 
ing history above recited comprehends 
system-wide operations of the Utility, 
it is interesting to compare operating 
ratios in Florida by years, and also 
with other states served by Southern 
Bell. 

System-wide, its operating ratio for 
1946 was 83.53 per cent; for Florida 
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it was 81.31 per cent. For 1947, sys- 
tem-wide, it was 86 per cent, while 
for Florida it was 79.76 per cent. For 
1948, system-wide, it was 80.50 per 
cent, while for Florida it was 76.63 
per cent. 

For 1948 the operating ratio in Ala- 
bama was 79.46 per cent, North Caro- 
lina 77.66 per cent, South Carolina 
83.83 per cent, Georgia 82.87 per cent, 
Kentucky 82.46 per cent, Louisiana 


cent, Tennessee 86.05 per cent, and 
for Florida 76.63 per cent. Five of 
the states exceeded the system figure; 
four were below the system figure, 
and Florida had the lowest operating 
ratio in the entire system. 

It is also interesting to compare op- 
erating ratios of Southern Bell’s Sys- 
tem and Florida operations with sys- 
tem operating ratios of other Bell com- 
panies as follows: 


76.96 per cent, Mississippi 82.89 per 
Per Cent 

Operation Ratio 
1947 
84.19 
74.58 
88.78 
78.12 
76.71 
83.05 
83.80 
80.71 
89.09 
86.28 
73.21 
82.02 


Company 
New England Teleph. and Teleg. Co. 
New York Teleph. Co. 
ge Re RC kL. 
Bell Teleph. Co. of Pennsylvania 
Diamond State Teleph. Co. 
COIR GUNN SIE BUI, CO. oi oe conGttatecewdeccnsscotncecesesens 
Chesapeake and Potomac Teleph. Co. of Balt. City 
Chesapeake and Potomac Teleph. Co. of Virginia 
Chesapeake and Potomac Teleph. Co. of West Va. .........sceeeeceececes 
soutnern Heth Teleme. amd Teles, CO occ ccc cvccccccecsceste paoicate Guwweoe 
ee ne i oon ech de usde hen ddldas e4dons couwabaekawetaetbeos 
CM 2. ds Caccidedhs bu cectonelesbaueseucesekanswees 
EE SI AD, ° ou :c.b'c cca nas ene seeneenstedenbetvéy deadeneset owes 
I CIS daa wes we 0s wey bb dare ocasoeentaekabeweddvavuncts 
CY SE SE OD, ohne ck enc cncdvsenedsreetedescddkhndenedsnseesseus 
OND SO SU I overs ascdacswevccaundctinduncewivens eneeees 
OO rrr ene oe re rere 
Mountain States Teleph. and Teles. Co. 2. ccccccccccccceveecccesccecccese 
PS RUN, GN BOI GR ccc edccccdedisccctevessdcwececeveveeee ses 


Florida Operations 


It will be observed that in each in- 
stance, save one, the system operating 
ratio was higher for 1947 than 1946. 
At the same time, the Florida operat- 
ing ratio for 1947 was lower than for 
1946. We have already pointed out 
that Florida’s operating ratio for 1948 
was still lower than for 1947. This is 
particularly significant when consid- 
eration is given to the fact that no 
rate increases became effective in Flor- 
ida in 1948, while the Utility did se- 
cure some substantial increases in 
many of the states in 1948, and had 
the benefit of those increases for at 
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least a portion of the year. It would 
appear that Florida’s operating ratio 
for 1949 should be even lower, because 
the Utility has had the benefit of in- 
terim increases on Florida business 
from January Ist of this year. 


III. Basis of Application for 
Increased Rates 


The application of Southern Bell for 
increases in its general schedule of 
rates, tolls, and charges is based 
upon: 

1. An intrastate net operating in- 
come of 6.66 per cent per annum on 
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the intrastate net investment as of Au- 
gust 31, 1948. 

2. An additional intrastate net op- 
erating income return of 1 per cent 
for what the applicant terms “De- 
pressing Effect of Current High 
Cost of Construction on Earnings 
Rate.” 

3. A credit adjustment of $125,364 
to the net operating income because 
of a reduction (from 14 to 1 per cent) 
in the license contract effective Oc- 
tober 1, 1948. 

4. A debit adjustment in the intra- 
state net operating income of $579,- 
698 because of wage increases ($911, 
612) effective February, 1948, in- 
creased depreciation expenses ($23,- 
386) effective January 1, 1949, and a 
reduction in Federal income taxes 
($355,300) occasioned by the above 
increases. 


IV. Relationship to American 
Telephone and Telegraph 
Company 


[2] The American Telephone and 
Telegraph Company holds 100 per cent 
voting control of the Southern Bell 
Telephone and Telegraph Company 
through ownership of the entire issue 
of Southern Bell’s capital stock. 

The Southern Bell toll telephone 
network is interconnected with the 
other Bell System toll facilities, the 
major portion of which is owned and 
controlled by the American Company 
and operated by its long lines depart- 
ment. Revenues from interstate mes- 
sage toll telephone business are di- 
vided among participating Bell Sys- 
tem companies under a “division-of- 
revenues” contract which is designed 
to yield a uniform rate of return, be- 
fore Federal income taxes, upon each 
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eompany’s gross investment devoted 
to interstate business. 

The American Company has an 
agreement with the Bell System oper- 
ating companies, including Southern 
Bell, which is a continuing request on 
the American Company by the operat- 
ing companies for the service provid- 
ed for therein. The general provisions 
of the agreement, commonly referred 
to as the “license contract,” may be 
set forth under five broad classifica- 
tions as follows: 

1. The American Company agrees 
to prosecute continuously fundamental 
work of research, investigation, and 
experimentation in the development of 
the art and science of telephony and 
to make available to Southern Bell 
the results of such work. 

The American Company agrees to 
obtain such rights in inventions or dis- 
coveries by others, as may be necessary 
to the Southern Bell in the conduct of 
its telephone business and to make such 
rights available to the Southern Bell. 

2. The American Company agrees 
to furnish the Southern Bell financial 
advice and assistance. To carry out 
this agreement the American Com- 
pany maintains within its general de- 
partment an advisory staff to assist 
the Southern Bell with its financial 
problems. 

3. The American Company owns 
or has rights to use patents covering 
apparatus, equipment, and systems 
needed to provide telephone service. 
Telephone apparatus, equipment, and 
systems involve a great number of 
patents. Many of these cover inven- 
tions developed within the Bell Sys- 
tem. Others cover inventions devel- 
oped outside the System, rights to 
which have been obtained by the Amer- 
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ican Company either by purchase or 
by exchange of rights. Under the li- 
cense contract the American Company 
agrees that the Southern Bell is li- 
censed, royalty-free, to make full use 
of all patents needed in its telephone 
business which are presently, or will 
be in the future, owned or controlled 
by the American Company or which 
it may have the right to license the 
Southern Bell to use. The American 
Company also agrees to protect and 
save harmless the Southern Bell in case 
of any suit charging infringement of 
patents arising out of its use of tele- 
phone apparatus, equipment, or sys- 
tems recommended by the American 
Company. It is because of these pro- 


visions that the contract has become 
known as the “license contract.” 

4. The American Company agrees 
to maintain continuously adequate ar- 
rangements whereby apparatus and 


other equipment needed by the South- 
ern Bell may be manufactured under 
American Company patent rights and 
sold to Southern Bell at the lowest 
prices. While this agreement is ful- 
filled by the Western Electric Com- 
pany, which manufactures most of the 
equipment used in the Bell System, 
there are a number of arrangements 
with other manufacturers to produce 
apparatus and equipment needed by 
the Southern Bell. Through these ar- 
rangements, the Southern Bell is as- 
sured of dependable sources of qual- 
ity products at reasonable prices. This 
assurance is of tremendous value to 
the Southern Bell since the quality of 
the intricate apparatus and equipment 
which it uses has a large bearing on 
the quality of its service. 

5. The American Company agrees 
to maintain an organization of spe- 
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cialists trained in every phase of tele- 
phone operations to give the Southern 
Bell advice and assistance in general 
engineering, plant, traffic, operating, 
commercial, accounting, patent, legal, 
administrative, and other matters. 

Under the “license contract” the 
Bell System operating companies have 
for many years paid to the American 
Company, and charged to operating 
expense a “license fee” comprising a 
percentage of theif gross revenue. 
Originally the agreement specified a 
fee of 44 per cent of total gross earn- 
ings excluding certain minor accounts. 
This was reduced to 2} per cent in 
1929 and was later modified by letter 
and fixed at 14 per cent. Under the 
14 per cent rate, Southern Bell paid 
the American Company for the state 
of Florida, for 1947, $349,161. On 
October 1, 1948, through the efforts 
of the National Association of Rail- 
road and Public Utilities Commission- 
ers, in which efforts this Commission 
directly participated, the 14 per cent 
rate was reduced to one per cent. If 
the one per cent rate had been in effect 
throughout all of 1947, the payment 
would have been $223,897. 

The advice and assistance rendered 
under said “license contract” is fur- 
nished by means of advisory letters, 
bulletins, memoranda, and correspond- 
ence, also by telephone and teletype- 
writer. It is also rendered by visits 
of Southern Bell representatives to the 
American Company, by visits of 
American Company representatives to 
Southern Bell territory, and through 
conferences. The advice and assist- 
ance rendered under said agreement 
cover all phases of the business, such 
as, construction, operating, and main- 
tenance matters ; and they include new 
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and improved systems, apparatus, 
practices, and operating methods. 

As justification for the “license fee” 
as an operating expense, the Utility 
introduced evidence both as to the 
value of the advice and assistance, and 
as to the American Company’s costs, 
and an allocation thereof to the South- 
ern Bell System and the state of Flor- 
ida. 

Without specifically approving the 
fixed-percentage-of-revenue basis for 
the calculation of said license fee, we 
are allowing $235,125 as a charge to 
operating expenses for services ren- 
dered Southern Bell by the American 
Company under said “license con- 
tract.” 

Much progress has been made in re- 
cent years by the regulatory Commis- 
sions through their National Associa- 
tion in reducing the percentage used 


in calculating this charge to the vari- 


ous operating companies. We have 
consistently codperated in that under- 
taking, and it is our opinion that these 
efforts should be continued in the 
future. 


V. Pension Costs 


[3,4] The Utility has had a pen- 
sion plan for its employees since 1913. 
It is the same as that in effect in other 
Bell System companies. The purpose 
of the pension plan is to furnish an 
economical and effective solution to the 
business problems arising out of em- 
ployees’ superannuation. The terms 
of the plan are relatively simple. It 
applies uniformly to all employees, re- 
gardless of occupation, salary level, 
or economic status. Like the majority 
of pension plans in industry, the Bell 
System plan is noncontributory, the 
entire costs being met by the company. 


The amount of pension payable to 
an employee upon retirement is com- 
puted as one per cent of his average 
pay, during the preceding ten years, 
or the ten consecutive years during 
which he received the highest pay, 
multiplied by the number of years 
of service. Under the terms of this 
plan, Southern Bell has established a 
pension fund held in trust solely for 
pension purposes. Under no circum- 
stances, can any portion of this fund 
be recaptured by the company and used 
for any purpose other than the pay- 
ment of pensions. 

During the first fourteen years of 
the plan, 1913 to 1926, pensions were 
handled on a pay-as-you-go basis ; that 
is, pensions actually granted were paid 
by the company, but no advance pro- 
vision was made by accruals for pen- 
sions to be granted in future years. 
In 1927, the Bell System companies 
requested the Interstate Commerce 
Commission, which then regulated tel- 
ephone company accounting, to amend 
the prescribed system of accounts so 
as to permit advance accruals on an 
actuarial basis for pensions. That re- 
quest was granted and Account 672 
was amended by a provision authoriz- 
ing, under specified conditions, ad- 
vance provision for pensions by month- 
ly charges to operating expenses. 

Presently, a portion of the current 
pension accruals of the Southern Bell 
Company is charged to operating ex- 
penses under Account 672—Relief and 
Pensions, and the balance is charged 
to income under Account 323—Miscel- 
laneous Income charges. Here the 
Utility contends that all such accruals 
are legitimate current operating ex- 
penses. 

We fully recognize the social and 
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economic advantages of pensions for 
superannuated employees, and enter- 
tain the opinion that expenditures for 
this purpose should be treated as an 
expense on the ground that the bene- 
fits which the company obtains from a 
pension plan in freeing the lines of 
promotion, and improving the morale 
and efficiency of employees, necessarily 
result in definite though indirect, eco- 
nomic benefit to the company’s sub- 
scribers. However, we do not agree 
that the charges to Account 323 should 
be approved as current operating ex- 
penses. 

The company’s failure, throughout 
the years prior to 1927, to establish 
and maintain pension trust funds by 
current accruals gave rise to the un- 
funded actuarial liability. Nothing 
was done to arrest the growth of this 
unfunded actuarial liability until, in 
recent years, the company began to pay 
into its pension funds and to charge 
to operating expenses a percentage 
of its unfunded actuarial liability. 
This amounts to approximately $480,- 
000 annually. $47,268 was allocated 
to Florida intrastate operations for 
1917. 

In considering this matter, the Fed- 
eral Communications Commission, 
which succeeded the Interstate Com- 
merce Commission in jurisdiction over 
telephone company accounting, said, 
“The unfunded actuarial liability rep- 
resents pension costs properly allo- 
cable to past fiscal periods, and the 
amounts designed to arrest the growth 
of this actuarial deficiency are in the 
nature of delayed rather than current 
items. Accordingly, they should not 
be included in any of the operating ex- 
pense accounts, which, as stated in In- 
struction 60 of the Uniform System of 
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Accounts, ‘are designed to show the ex- 
penses of furnishing telephone serv- 
oe." " 

Based upon our conclusion that 
these arresting payments cannot be 
considered as current operating ex- 
penses, we have disallowed the sum of 
$47,268 as operating expenses. 


VI. The Rate Base 


[5,6] The Utility has selected the 
twelve months ended August 31, 1948, 
as the period from which its statistical 
evidence and exhibits are taken in sup- 
port of the proposed increases in its 
general schedule of rates, tolls, and 
charges. 


Considerable evidence has been pre- 
sented as to the reproduction cost new 
of the property used and useful in ren- 
dering the Utility service. 

In addition the book cost of such 
property has been supplied. 

It is the opinion of the Commis- 
sion that testimony concerning the re- 
production cost is too speculative 
and conjectural to have probative 
value. 

The Commission is of the opinion 
that a rate base predicated upon net 
average investment ascertained from 
original cost, less accrued deprecia- 
tion, plus allowance for working cap- 
ital, is fair to the Utility, its investors, 
and consumers or subscribers, and 
gives recognition to every dollar in- 
vested in the property used and 
useful in rendering the public 
service. 

In this proceeding the Utility has 
employed a rate base predicated upon 
the net average investment for the 


twelve months ended August 31, 


1948, of $61,766,615. This net aver- 
age investment is derived as follows: 
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Real estate 
Central office equipment 
Outside plant 
Station equipment 
Furniture and office equipment and 
other work equipment 1,647,098 
Telephone plant under construc- 
tion 2,782,275 
Property held for future telephone 
use 46,472 
Telephone plant acquisition adjust- 
ment 
Materials and supplies 
Cash requirements 


44,931 
1,051,699 
323,379 


$76,613,716 
14,847,101 


Total average investment 
Less depreciation reserve 


$61,766,615 


Net average investment 


In arriving at the net average in- 
vestment of $61,766,615 the Utility 
has included several items which, in 
the opinion of the Commission, must 
be excluded. Such items are tele- 
phone plant under construction, $2,- 
782,275 ; property held for future tele- 
phone use, $46,472; telephone plant 
acquisition adjustment, $44,931; ma- 
terials and supplies, $1,051,699; and 
cash requirements, $323,379. How- 
ever, working capital in the sum of 
$595,302 should be added. We will 
discuss each of these items. 


A. Telephone Plant under 
Construction 


[7] This item represents the orig- 
inal cost of construction of telephone 
plant not yet completed and ready for 
service. In the opinion of the Com- 
mission telephone plant under con- 
struction should be excluded from the 
rate base as property not presently used 
and useful in the rendition of utility 
service where (a) no allowance has 
been made in operating income ac- 
counts for additional revenues to be 
received from such plant; and (b) the 
Utility makes charges for interest dur- 
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ing construction; and (c) there is 
no evidence from which the Commis- 
sion can reasonably conclude that such 
plant under construction will be cut- 
into service within a reasonably short 
period of time. 

The evidence in this proceeding 
shows that the Utility charges inter- 
est during construction; also, no al- 
lowance has been made by the Util- 
ity in its operating accounts for addi- 
tional revenues to be received from 
such plant; nor is there any evidence 
in the record from which the Commis- 
sion can conclude that such plant will 
be cut-into service in the immediate 
future. 


The Utility has failed in this pro- 
ceeding to meet the requirements un- 
der which the Commission would be 
justified in including telephone plant 
under construction in the rate base. 
We have, therefore, excluded this item 
in the sum of $2,782,275. 


B. Property Held for Future 
Telephone Use 


[8] The Uniform System of Ac- 
counts prescribed by the Federal 
Communications Commission, adopted 
by this Commission and employed by 
Southern Bell, defines telephone plant 
held for future use as “property owned 
and held for imminent use in telephone 
service under a definite plan for such 
use.” The Utility has included in 
its proposed rate base $46,472 
from this account. However, there 
is nothing in the record to dis- 
close any plan of the company for the 
immediate use of the property covered 
by this account. We have, therefore, 
excluded this item of $46,472 from 
the rate base because it is not now 
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used and useful in the rendition of tele- 
phone service. 


C. Telephone Plant Acquisition 
Adjustment 


[9] Telephone plant acquisition ad- 
justments are recorded in Account No. 
100.4 of Uniform System of Accounts 
for Class A and Class B telephone 
companies. This account includes 
amounts determined in accordance 
with § 31.2-21 of the Rules and Reg- 
ulations of the Federal Communica- 
tions Commission representing essen- 
tially the difference between (1) the 
amount of money actually paid for tele- 
phone plant acquired and (2) the orig- 
inal cost of such plant. The Utility 
here has not justified the inclusion of 
this item in the rate base. We have, 
therefore, excluded this item of $44,- 
931 from the rate base as not repre- 
senting property now used and use- 


ful in the rendition of telephone serv- 
ice. 


D. Materials and Supplies—Cash 
Requirements and Working 


Capital 


[10-13] Because of their close re- 
lationship, we will consider these items 
together. The Utility’s proposed rate 
base includes materials and supplies, 
$1,051,699 and cash requirements, 
$323,379. It did not include anything 
for working capital as such. 

Working capital is an element of 
value to be considered in arriving at 
a proper rate base. The various cur- 
rent accounts carried as working capi- 
tal generally are intended to fulfill four 
principal functions, namely, to meet 
current bills, to provide a stock of 
materials and supplies, to have a suffi- 
cient cash reserve to meet emergen- 
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cies, and to preserve the company’s 
standing and credit. It is the amount 
of cash necessary for the safe and con- 
venient transaction of a business, hav- 
ing regard to the owner’s ordinary 
outstandings, both payable and receiv- 
able, the ordinary condition of the 
stock or supplies on hand, the natural 
risk of the business, and the condi- 
tion of its credit. The allowance 
generally should be sufficient to furnish 
a public utility company with funds 
to meet current operating bills when 
due, and provide for a stock of nec 
essary materials and supplies to be 
used in the upkeep of the business. 

A telephone company does not re- 
quire as large an allowance for work- 
ing capital as most public utilities 
since a telephone utility bills its sub- 
scribers in advance, as far as exchange 
services are concerned, and most of 
the exchange’ revenue is received in 
the early part of the month during 
which the service is rendered. The 
situation is different with reference to 
toll revenues. Toll charges are billed 
after the service is rendered and there 
appears to be an over-all lag of approx- 
imately forty-five days before toll reve- 
nue is received. 

Because of the general functions to 
be fulfilled by working capital, it is 
customary to relate this item to op- 
erating expenses when determining the 
amount to be allowed. It is the opin- 
ion of the Commission that a work- 
ing capital allowance, in the rate base 
of the Utility, will be proper and rea- 
sonable when arrived at by taking one- 
eighth of the annual operating ex- 
penses for the toll service, less certain 
specified items—this would be equiva- 
lent to forty-five days for such charges. 
In view of the advance billing for ex- 
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change services the Commission does 
not feel that exchange operating ex- 
penses should be considered in arriv- 
ing at the allowance for working capi- 
tal. 

Materials and supplies and cash re- 
quirements have been excluded because 
they do not bear any relationship to 
the operating expenses or the invest- 
ment account. In lieu of the amount 
included by the Utility for materials 
and supplies and cash requirements, 
we have made a provision for working 
capital based upon one-eighth of the 
state toll operating expenses, less de- 
preciation expense, operating taxes, re- 
lief, and pensions included in operat- 
ing expenses which should be charged 
to miscellaneous income, and the state 
toll proportion of the reduction in gen- 
eral service and license expenses. To 
these adjusted toll expenses we have 
added the state toll proportion of wage 
increases shown as Exhibit No. 101. 
This results in adjusted toll operating 
expenses of $4,762,418.49. One- 
eighth of this adjusted toll expense is 
$595,302 which we have allowed as 
working capital. We used one-eighth 
of the adjusted toll expense because it 
provides practically for a lag of forty- 
five days for the collection of toll reve- 
nues. No working capital has been 
allowed tor the intrastate exchange 
service because, as we have pointed out, 
the Utility collects its exchange reve- 
nue in advance and there is, therefore, 
no lag between the operating reve- 
nues and operating expenses. 


E. Depreciation 


There appears to be no controversy 
with respect to the amount of depre- 
ciation reserves or the deduction of 
such reserve from gross plant in the 
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determination of net plant and rate 
base. In the Utility’s exhibits the de- 
preciation reserve was consistently de- 
ducted from gross plant. We follow 
that principle and also accept the Util- 
ity’s depreciation reserves in the sum 
of $14,847,101 as accurate and reason- 
able. 


F. Commission Rate Base 


Giving recognition to the principles 
we have discussed herein, we have ar- 
rived at a rate base of $58,113,161 
which represents the net average in- 
vestment of the Utility and comprises 
the following : 


$7,379,320 
18,614,438 
31,920,451 
12,803,653 


1,647,098 
595,302 


$72,960,262 
14,847,101 


$58,113,161 


Real estate 

Central office equipment 

Outside plant 

Station equipment 

Furniture and office equipment and 
other work equipment 

Working capital 


Total average investment 
Less depreciation reserve 


Net average investment 


VII. Rate of Return 


[14-17] The determination of a 
fair and reasonable rate of return is 
the most important and complex prob- 
lem in this proceeding. The more im- 
portant factors entering into such a 
determination are the general economic 
conditions, the ability of the Utility to 
attract capital, the current cost of 
money, the financial history of the Util- 
ity, the risk involved, comparisons with 
other enterprises, and efficiency of 
management. 

We will not give a detailed discus- 
sion of our consideration of the fac- 
tors; however, it is common knowl- 
edge that general economic conditions 
in Florida are very favorable when 
compared with the country at large. 
The prospects for expansion, improve- 
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ment in economic conditions in this 
state, and in the territory served by 
Southern Bell within this state, can- 
not be overstated. This particular 
Utility has not experienced any diffi- 
culty in attracting capital. Required 
funds have always been available. 
Unquestionably, the Utility could 
raise any reasonable amount of money 
through the sale of securities at low 
interest rates, probably not in excess 
of 3 to 34 per cent. For some period 
of time, interest rates have been ex- 
tremely low. There is nothing in the 
record to indicate that the cost of 
money will increase unreasonably in 
the foreseeable future. 

The legal rate of interest in Florida 
is fixed by statute at 6 per cent. This 


is one element which may be taken 
into consideration in fixing a fair and 
reasonable rate of return. 

The statutory legal rate of interest 


applies to all forms of contractual ob- 
ligations requiring interest payments 
where the interest rate is not speci- 
fied in the contract, and attaches to 
hazardous as well as safe undertak- 
ings. We are not impressed with the 
fact that the Utility here is engaged 
in a hazardous undertaking, or one 
which involves any unusual financial 
risks. 

The Utility is here contending for 
a rate of return of 6.66 per cent. This 
claimed return of 6.66 per cent is 
based upon three factors, viz.: 

1. The relative amounts of debt 
capital and equity capital of the capi- 
tal requirements. 

2. The rate of interest (2.82 per 
cent) paid on debt capital. 

3. The rate of dividends (9 per 
cent) to which the company contends 
the stockholder (The American Tele- 
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phone and Telegraph Company) is 
entitled. 

Obviously, a rate of return predi- 
cated upon the three factors set forth 
above will fluctuate widely according 
to the varying percentages of debt and 
equity capital, interest rates and divi- 
dend rates, and is, therefore, unreliable 
in that it attempts to establish its so- 
called earning requirements rate as 
the reasonable rate to which the Util- 
ity is entitled. A reasonable rate is 
not a matter of formula, nor in estab- 
lishing a reasonable rate, is control- 
ling weight to be given to the interest 
rates or to the dividend on its equity 
capital. The primary question to be 
considered is—Do the rates yield a 
reasonable return upon the fair value 
of the property used and useful in 
furnishing the service? 

In Smyth v. Ames (1898) 169 US 
466, 42 L ed 819, 848, 18 S Ct 418, 
the railroad contended that they were 
entitled to exact such charges for 
transportation as would enable them 
at all times not only to pay operating 
expenses, but also to meet the interest 
regularly accruing upon all its out- 
standing obligations and justify a divi- 
dend upon all its stock. The principle 
contended for there and here are al- 
most synonymous. However, the 
United States Supreme Court refused 
to accept this doctrine, stating its po- 
sition very emphatically in the follow- 
ing language: 

“Tt is unsound, in that it practically 
excludes from consideration the fair 
value of the property used, omits al- 
together any consideration of the right 
of the public to be exempt from un- 
reasonable exactions, and makes the 
interests of the corporation maintain- 
ing a public highway the sole test 
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in determining whether the rates es- 
tablished by or for it are such as may 
be rightfully prescribed as between it 
and the public. the rights 
of the public would be ignored if rates 
for the transportation of persons or 
property on a railroad, are exacted 
without reference to the fair value of 
the property used for the public or the 
fair value of the services rendered, but 
in order simply that the corporation 
may meet operating expenses, pay the 
interest on its obligations, and declare 
a dividend to stockholders.” 
Southern Bell enjoys a monopoly in 
and between the towns in which it 
operates exchanges and is, therefore, 
not entitled to the rates enjoyed by 
highly profitable private enterprises or 
speculative ventures. The fixing of a 
just and reasonable rate of return not 
being a matter of formula raises the 
question as to what rates of return are 


enjoyed by other business undertakings 
attended by corresponding risks and 


uncertainties. Steam railroads, which 
do not enjoy a transportation monopo- 
ly, advocate but a 6 per cent return up- 
on the depreciated original cost of the 
property used and useful in furnishing 
service plus an allowance for working 
capital. Other utilities, depending up- 
on the amount of their investment, 
volume of business, financial condition, 
and competition, or lack thereof, advo- 
cate rate of return ranging from 6 to 
8 per cent, depending primarily upon 
the risks and uncertainties to be en- 
countered. 

Giving consideration to the many 
factors involved, it is our opinion that 
rates which will yield a rate of return 
of 6 per cent on the rate base herein- 
before approved will be sufficient, un- 
der present conditions and for a rea- 


175 


sonable time in the future, to maintain 
the Utility’s credit, and, at the same 
time, be fair and reasonable. 


VIII. Depressing Effect of Current 
High Cost of Construction 
on Earning Rate 


[18] The Utility contends that an 
additional intrastate net operating in- 
come return of one per cent is needed to 
offset the depressing effect of current 
high cost construction on the earnings 
rate. Exhibit No. 37 introduced by 
the Utility shows that for the system, 
as a whole, the net investment per tele- 
phone as of September 30, 1947, was 
$166.93, which increased to $185.21 
as of September 30, 1948, or an in- 
crease in the investment per telephone 
of 10.9507 per cent. However, Ex- 
hibit No. 33, pertaining to the state 
of Florida—investment and stations— 
shows that the average investment per 
station for the year was $236.52, and 
that for the stations added during the 
year, the investment was $371.21. De- 
ducting, therefore, the added intra- 
state gross investment for the year 
($18,668,418) from the average intra- 
state investment for the year ($76,- 
613,716) leaves $57,945,298 as the 
average investment for stations other 
than those added during the year. 
Likewise, deducting from the average 
stations for the period (323,916) the 
net increase in stations for the period 
(50,426) leaves 273,490 stations not 
affected by the increase in gross invest- 
ment, or an average of $211.87 per 
station. 


It follows, therefore, that the cur- 
rent high cost of construction during 
the year ended August 31, 1948, in- 
creased the average station investment 
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from $211.87 to $236.52, or an in- 
crease of 11.6345 per cent. Therefore, 
in order to give consideration to the 
current high cost of construction which 
may be expected to obtain in the calen- 
dar year 1949, the additional net op- 
erating income required under the 
formula should be increased by 11.- 
6345 per cent instead of 42.37285 per 
cent ($1,187,992-$2,803,663) which 
is the percentage of increase resulting 
from the expansion of one per cent of 
the net investment as of August 31, 
1948, expanded by the factor .5975897, 
which represents the difference be- 
tween the gross revenue required and 
the amount retained by the Utility 
under present tax laws, uncollectibles, 
gross receipts tax, general service and 
license expenses, and Federal income 
tax. 


IX. Adjustments in Operating 
Expenses 


Certain adjustments must be made 
in the Utility’s operating expenses as 
shown in the record. 

[19] The credit adjustment of 
$125,364 (reduction in license con- 
tract payment effective October 1, 
1948, Item 7-B, Exhibit 38) should 
have been considered as a decrease in 
the net operating expenses, and a cor- 
responding increase in the net operat- 
ing income instead of a reduction in the 
additional intrastate gross revenue re- 
quirements. Likewise, the net increase 
in operating expenses between columns 
1 and 2, Exhibit 102, amounting to 
$514,496, should be increased to $579,- 
698, or by $65,202, the estimated an- 
nual net effect, after Federal income 
tax, of change in license contract fee, 
effective October 1, 1948. In comput- 
ing this $65,202 the Utility used 
80 PUR NS 


$105,164 instead of $125,364 as the 
reduction in license contract costs effec- 
tive October 1, 1948, for which no 
justification appears. 

Adjustments have been made to 
give effect to the wage increases, ad- 
ditional depreciation, amortization of 
the Milton telephone exchange, relief 
and pensions, reduction in license con- 
tract, and a reduction in the Federal 
income tax, occasioned by the increases 
in operating expenses. The amortiza- 
tion charged to the Milton exchange 
is disallowed because that is not a re- 
curring expense and should not, there- 
fore, be given consideration in fixing 
rates for the future. We have de- 
ducted $47,268 which represents the 
amount of relief and pensions properly 
chargeable to Miscellaneous Income. 
$287,563 has been deducted from Fed- 
eral income tax as the amount of the 
reduction in income taxes which would 
be accrued or paid because of the in- 
crease in operating expenses through 
these various adjustments. 


X. Revenue Required to Produce Fair 
Rate of Return 


In order to produce a return of 6 
per cent on the rate base of $58,113,- 
161 which is the adjusted average net 
investment as of August 31, 1948, ad- 
ditional net operating income of $1,- 
301,735 is required for the year end- 
ed August 31, 1948. 

Under present tax laws and other 
factors hereinbefore considered, $2,- 
156,038 additional gross revenue as of 
August 31, 1948, is required to pro- 
duce the aforesaid net operating 
income of $1,301,735. 

The additional gross revenue re- 
quirements are obtained by dividing 
the sum of $1,301,735 by the expan- 
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sion figure of .6037625 which repre- 
sents the percentage of gross revenuc 
inuring to the Utility, under present 
tax laws, and other factors. This ex- 
pansion figure is determined as fol- 
lows : 


100% 
2.61895 % 


Gross revenue required 
Uncollectibles 
Gross receipts tax ... 


.43900% 
2.17995 % 





Applicable to Federal 
income tax 
Federal income 


97.38105% 
37.00480% 
Gross revenue required 100% 
Less uncollectibles ... 43900% 
Gross receipts tax ... 2.17995% 


Federal income tax .. 37.00480% 39.62375% 





Per cent of gross reve- 


nue inuring to Utility 60.37625% 


We have previously pointed out 
that the additional net operating in- 
come should be increased by 11.6345 
per cent in order to give consideration 
to the current high cost of construc- 
tion which reasonably may be expected 
to obtain until Southern Bell’s con- 
struction program is completed. Ap- 
plying this percentage to the sum of 
$2,156,038, which is the additional 
gross revenue required as aforesaid, 
we find that $250,844 is the amount 
which must be added to the additional 
gross revenue requirements if we are 
to give consideration to the depress- 
ing effect of current high costs of con- 
struction on earnings. This makes a 
total of $2,406,882 additional gross 
revenue required as of August 31, 
1948, after giving consideration to the 
various factors and principles herein 
discussed. 

In order to bring about the afore- 
said results, the Utility’s rates, tolls, 
and charges in effect as of August 31, 
1948, prior to our Order BT219, 


[12] 
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should be increased 11.0941 per cent 
as follows: 
9.9379 per cent to provide the necessary in- 


crease for a 6 per cent return for the 
year ended August 31, 1948. 


1.1562 per cent (11.6345 per cent of 9.9379 
per cent) to provide for the depressing 
effect of the current high cost of con- 
struction. 


11.0941 per cent total increase to be applied 
to rates in effect as of August 31, 1948. 


XI. Four-party Line Service and 
Exchange Groupings 


Four-party line telephone service, 
residence and business, at best is far 
from satisfactory. It is the experi- 


ence of this Commission that the ma- 
jority of the complaints received by 
it concerning telephone service stem 
from 4-party line service. 

The Utility has failed to present any 
reasonable formula for establishing 
the present or any other differential 


between the rates for this service and 
other classes of service. 


In the absence of affirmative evi- 
dence establishing such a differential 
it is the opinion of the Commission 
that rates on residence and business 
4-party line service in excess of the fol- 
lowing scale would be unreasonably 
high. Therefore, 4-party line resi- 
dence telephone exchange rates should 
not exceed : 


“— for exchanges with 200 telephones or 

ess 

$2.25 for exchanges with 201 to 1,000 tele- 
phones 

$2.50 for exchanges with 1,001 to 3,000 tele- 
phones 

$2.75 for exchanges with 3,001 to 7,000 tele- 
phones 

$3.00 for exchanges with 7,001 to 15,000 tele- 
phones 

$3.25 for exchanges with 15,001 to 20,000 tele- 
phones 

$3.50 for exchanges with 20,001 to 100,000 tele- 
phones 

$3.75 for exchanges with more than 100,000 
telephones 


80 PUR NS 





FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Four-party line business telephone 
exchange rates should not exceed: 


$4.00 for exchanges with 200 telephones or less 

$4.50 for exchanges with 201 to 1,000 tele- 
phones 

$5.00 for exchanges with 1,001 to 3,000 tele- 
phones 

$5.50 for exchanges with 3,001 to 7,000 tele- 
phones 

$6.00 for exchanges with’7,001 to 15,000 tele- 
phones 

$7.00 for exchanges with 15,001 to 20,000 tele- 
phones 

$8.00 for exchanges with 20,001 to 100,000 tele- 
phones 

$9.50 for exchanges with mére than 100,000 
telephones 


It is also the opinion of the Com- 
mission that exchange groupings on 
the following basis will be reasonable: 


Size of Exchange 


Less than 200 telephones 
to 1,000 telephones 
3,000 Fs 


“ 
“ 
“ 


We have previously said that the 
Utility’s rates, tolls, and charges in 
effect as of August 21, 1948, prior to 
our Order BT219 should be increased 
11.0941-per cent in order to provide 
the rate of return which we have 
found to be fair and reasonable. This 
increase of 11.0941 per cent should be 
applied to the revenues produced from 
the rates, tolls, and charges in effect 
as of August 31, 1948, rather than 
to the specific rates themselves. This 
will mean, of course, that some of the 
specific rates, tolls, and charges will of 
necessity be increased by a larger per- 
centage since the 4-party line rates 
as limited above will be increased less 
than 11.0941 per cent. The Utility 
should prepare and file with this Com- 
mission for its approval a general 
schedule of rates, tolls, and charges ef- 
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fective on and after September 1, 1949, 
with the billings on and after said date, 
giving effect to the provisions of this 
order and which will (1) produce an 
increase in the revenue for the con- 
structed year ended August 31, 1948, 
of 11.0941 per cent and (2) prescribe 
rates on 4-party line service, residence 
and business, consistent with the scales 
prescribed herein for such 4-party line 
service. 


XII. Cancellation of Bond 


On December 23, 1948, the Com- 
mission entered its Order B. T. No. 
219, authorizing the Utility to put 
into effect as of January 1, 1949, under 
one million dollar bond, 60 per cent 
of the increases set out in the notice 
of October 25, 1948. Said bond was 
filed with and approved by this Com- 
mission and presently is in full force 
and effect. The purpose of said bond 
was to guarantee to the Utility’s sub- 
scribers a refund of charges collected 
through the interim rates in excess of 
those finally approved by the Commis- 
sion. Rates, tolls, and charges au- 
thorized herein to become effective 
on or after September 1, 1949, with 
the billings on and after said date, will 
be, the rates, tolls, and charges au- 
thorized for permanent application by 
the Utility and will not be under bond. 
The interim bond, therefore, should be 
canceled as of September 1, 1949, pre- 
serving to the subscribers all rights 
thereunder, if any, which may have ac- 
crued prior to September 1, 1949, as 
a result of the application of said in- 
terim rates. 


XIII. Findings 


From the evidence adduced in this 
proceeding the Commission finds that : 


178 





RE SOUTHERN BELL TELEPH. & TELEG. CO. 


(1) The net average investment of 
Southern Bell Telephone and Tele- 
graph Company in the sum of $58,- 
113,161 represents the rate base or 
fair value of the Utility’s property used 
and useful in rendering telephone serv- 
ice and upon which the Utility is en- 
titled to earn a fair return. 

(2) Six per cent is a fair, reason- 
able, and compensatory rate of return 
to be allowed Southern Bell Telephone 
and Telegraph Company upon its net 
average investment of $58,113,161. 

(3) Four-party line telephone ex- 
change rates for residence and busi- 
ness service should not exceed the scale 
of rates set out in paragraph No. XI 
of this order. 

(4) The rates now charged by the 
Utility are not confiscatory but are un- 
just and unreasonable in so far as the 
same differ from the rates, tolls, and 
charges authorized or prescribed by 
this order. 

(5) The increase in rates, tolls, and 
charges authorized or prescribed by 
this order is justified and will at all 
times permit the Utility to render ade- 
quate service and secure the proper 
funds with which to make improve- 
ments and extensions which the in- 
terest of the public will, from time to 
time, demand. 

(6) The interim increases author- 
ized by our Order B. T. No. 219 
should be canceled and terminated as 
of the effective date of the increases 
authorized in and by this order. 

(7) Telephone exchanges operated 
by Southern Bell Telephone and Tele- 
graph Company should be grouped ac- 
cording to size as set out in paragraph 
No. XI of this order. 


(8) In order to provide for a 6 
per cent rate of return and also give 
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consideration to the depressing effect 
of the current high cost of construc- 
tion on the earnings rate, the reve- 
nues produced by the rate, tolls, and 
charges in effect as of August 13, 
1948, should be increased by 11.0941 
per cent. 

(9) The Utility should prepare and 
file with this Commission a general 
schedule of rates, tolls, and charges 
which will (a) produce an increase in 
revenue of 11.0941 per cent over that 
produced by its rates, tolls, and charges 
in effect as of August 31, 1948, and 
(b) prescribe rates on 4-party line 
service, residence, and business, con- 
sistent with the findings herein. 

(10) The rates, tolls, and charges 
authorized herein should become ef- 
fective on or after September 1, 1949, 
with the billings on and after said date. 

(11) The interim bond required by 
this Commission in its order B. T. No. 
219 should be canceled as of Septem- 
ber 1, 1949, preserving to the sub- 
scribers of the Utility all rights there- 
under, if any, which may have accrued 
prior to September 1, 1949, as a result 
of the application of the interim rates 
authorized in said Order B. T. 219. 


XIV. Order 


Now, therefore, in consideration 
thereof it is ordered, adjudged, and de- 
creed by The Florida Railroad and 
Public Utilities Commission as fol- 
lows: 

(1) Southern Bell Telephone and 
Telegraph Company is hereby author- 
ized and directed to prepare and file 
with this Commission for its approval 
a general schedule of rates, tolls, and 
charges for intrastate application in 
this state in accordance with the find- 
ings herein to become effective by 
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billing periods on and after September 
1, 1949, for bills covering service fur- 
nished on and after September 1, 
1949, 

(2). The interim bond required by 
this Commission in its Order B. T. No. 
219 be and the same is hereby can- 
celed as of September 1, 1949, pre- 
serving, however, to the subscribers 
all rights thereunder, if any, which 


may have accrued prior to September 
1, 1949, as a result of the applica- 
tion of interim increases under our 
Order B. T. No. 219. 

(3) The interim increases author- 
ized by our Order B. T. No. 219 be 
and the same are hereby canceled and 
terminated as of the effective date of 
the increases authorized in and by this 
order. 





KENTUCKY PUBLIC SERVICE COMMISSION 


Re Kentucky Utilities Company et al. 


Case No. 1835 
October 24, 1949 


APPLICATION for approval of sale of electric company to an- 


other electric utility company; approval denied. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Scope of 


statutory powers. 


1. The Commission has jurisdiction over the purchase and sale of utility 
property so that it may exercise and enforce its statutory powers as to the 
practices, methods, service, rates, and efficiency of utilities in the interest of 


the general public, p. 182. 


Commissions, § 10 — Principal functions — Public interest. 

2. One of the principal functions of the Commission is to guard and pro- 
tect the interests of the general public, p. 184. 

Consolidation, merger, and sale, § 19 — Basis for approval — Consumers’ interests. 
3. The rights and interests of the consumers of an electric company should 
be accorded considerable weight in passing upon an application for authority 
to transfer the physical assets of the company to another electric utility 


company, p. 184. 


By the Commission: The Kentucky 
Utilities Company is one of the larger 
electric utilities of the state engaged, 
among other things, in the distribu- 
tion of electric energy to the citizens 
of more than four hundred medium- 
sized and small cities and rural com- 
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munities of the commonwealth. L. A. 
Solomon is the owner of and operates 
a small electric system in Marshall 
county in, and in the vicinity of, Cal- 
vert City. Solomon purchases his 
energy from the Kentucky Utilities 
Company at wholesale and distributes 
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it to his approximately seven hundred 
consumers. 

On the 8th day of March, 1949, the 
Kentucky Utilities Company and 
Solomon filed with this Commission 
their joint application seeking author- 
ity and approval for the Kentucky 
Utilities Company to purchase, and 
Solomon to sell to it, his system at an 
agreed price of $78,000. The joint 
application was designated as Case 
No. 1835, on the Commission’s dock- 
et, and was set for a hearing on March 
24, 1949. On this date, the Kentucky 
Utilities Company produced its proof 
bearing on its ability to operate ade- 
quately the Solomon system and the 
rates to be charged for the service, 
which were the company’s standard 
approved rates. At the hearing, coun- 
sel for a number of the customers of 
the Solomon system appeared and 
protested the granting of the authority 
sought by the joint application. After 
the introduction of the applicant’s 
proof, counsel requested that he be 
given time to prepare the grounds of 
a formal protest, which request was 
granted, and the matter was set down 
for a further hearing on April 15, 
1949, but prior to this date the Com- 
mission, on due notice given to the 
parties, extended the date of the hear- 
ing to April 26, 1949. At this hear- 
ing, there also appeared the Jackson 
Purchase Electric Codperative Cor- 
poration by its counsel. This co- 
Operative filed its protest to the grant- 
ing of the authority sought by the 
joint application and also offered to 
purchase from Solomon his system at 
the same figure he was receiving from 
the Kentucky Utilities Company and 
prayed the Commission to deny the 
authority sought in the joint applica- 
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tion of the Kentucky Utilities Com- 
pany and Solomon and to approve its 
application and grant it authority to 
purchase from Solomon this system. 
At the hearing, the protestants in- 
troduced proof to support their 
positions. On the part of the citizens 
and protesting consumers of the 
Solomon system, the evidence was to 
the effect that the Solomon system is 
serving in an area next to, in fact, 
in sight of, the Tennessee Valley Au- 
thority’s Kentucky dam at Gilberts- 
ville. Furthermore, the system is en- 
tirely surrounded by territory served 
by rural electric codperatives. They 
felt that to permit the Kentucky Util- 
ities Company to acquire the Solomon 
system would forever prevent them 
from receiving, through the facilities 
of Jackson Purchase Cooperative, the 
TVA power generated at Kentucky 
dam. The testimony showed that 
Solomon’s customers had held mass 
meetings ; they were almost unanimous 
in their protest to the acquisition by 
the Kentucky Utilities Company. The 
substance of the evidence by the co- 
Operative was that the Solomon system 
was principally serving a rural com- 
munity ; that it was presently serving 
the rural territory adjacent to the 
Solomon system and the Kentucky 
dam; and it had a commitment from 
the TVA authorities to the effect that 
it would make its power available to 
the codperative as soon as its supply 
would permit, and the management 
felt that this would be in the imme- 
diate future; and when such TVA 
power was available, it would then be 
able to supply the consumers of the 
Solomon system, as well as its whole 
system, with energy at a much cheaper 
rate than it could presently do or as 
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Kentucky Utilities could do. It is ad- 
mitted, or the evidence is to the effect, 
that the Solomon system is in a poor 
condition and that extensive rehabilita- 
tion will be required before it can serve 
adequately. Both applicants are able 
to make the necessary improvements 
and thereby render adequate service. 

[1] At the conclusion of the hear- 
ings, the Kentucky Utilities Company 
took the position that in reality the 
Public Service Commission had no 
authority to deny its and Solomon’s 
joint application for the reason that 
the Commission had only such author- 
ity as was specifically and expressly 
delegated to it by the legislature ; that 
nowhere in the acts of the legislature 
creating the Public Service Commis- 
sion and clothing it with powers and 
authority could be found the authority 
for the Commission to deny an ap- 
plication such as here presented; that 
the only purpose of a joint application 
on the part of the company and 
Solomon was to give to the Commis- 
sion advance knowledge of the actual 
transfer of the assets of the Solomon 
system for accounting and rate pur- 
poses. The protestants contended that 
the Commission does have full author- 
ity to act in the premises and to support 
their contentions assigned the follow- 
ing reasons: 

1. The joint application to sell and 
purchase the properties in question 
was filed by the joint applicants 
specifically seeking the Commission’s 
approval and action thereon; thus, the 
joint applicants cannot now say that 
the Commission has no jurisdiction to 
do that which it was asked to do. 

2. That the utilities of the state have 
generally understood and believed that 
the Commission does have jurisdiction 
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of the sale and transfer of utility prop- 
erties for the reason that heretofore 
many applications seeking the approval 
of the Commission for transfer of util- 
ity assets have been filed with the 
Commission and acted upon by the 
Commission. 

3. That the joint application and 
the result of a transfer of the utility’s 
assets directly affects the rates and 
service of the utility in so far as the 
customers of the Solomon system are 
concerned for the reason that the 
cooperative would be much nearer to 
its source of power and can serve at a 
much lower rate when TVA power is 
available. 

4. Although it is admitted that the 
statutes do not expressly say that the 
Public Service Commission shall have 
the authority to approve or deny the 
sale and transfer of utility properties, 
the statutes do give the Commission 
jurisdiction over all utilities in the 
state, the authority to regulate them, 
and exclusive authority over the serv- 
ices they render and the charge there- 
for, which authority is sufficient to 
give the Commission jurisdiction of 
the issue in this application. 

Since the act of the legislature 
creating the Commission in 1934, 
various utility properties have been 
sold and transferred. In each instance, 
in so far as the Commission is advised, 
the utilities involved sought and ob- 
tained from the Commission its ap- 
proval of the proposed sale and trans- 
fer by the same procedure employed 
here. One of the applicant companies, 
Kentucky Utilities Company, has here- 
tofore on numerous occasions sought 
and obtained the Commission’s author- 
ity for it to acquire, by purchase, the 
assets of other utilities. The Commis- 
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sion’s authority to approve or disap- 
prove the sale and transfer of the 
assets of one utility to another has not 
heretofore been questioned. Although 
this fact would indicate that utilities 
under the jurisdiction of the Commis- 
sion have believed that the Commis- 
sion did have authority to pass upon 
the transfer of utility properties from 
one utility to another, this belief, how- 
ever, is not sufficient to actually confer 
jurisdiction to the Commission. The 
Commission realizes that it is only a 
statutory board, or agent of the legis- 
lature, and, as such, has no inherent 
power and all its authority and the 
nature and extent thereof must be de- 
termined from the acts of the legisla- 
ture creating it and delegating to it 
jurisdiction and authority. In de- 
termining the authority of a statutory 
Commission, such as the Public Serv- 
ice Commission, our court of appeals, 
as well as courts generally, has laid 
down the principle that in a determina- 
tion of the power of a statutory Com- 
mission in any particular instance the 
provisions of the statute should not be 
so narrowly construed that the effect 
would be to destroy the purpose for 
which the Commission was created, 
but should be liberally construed ; and 
all powers expressly granted or reason- 
ably implied from the language em- 
ployed, or necessary to enable the Com- 
mission to exercise the powers express- 
ly granted should be accorded. Se>- 
tion 278.040 of KRS is the section oi 
the statute from which the Commis- 
sion derives its jurisdiction oi the sub- 
ject matter presented here, if, in fact, 
such jurisdiction has been delegated by 
the legislature. It would not have 
been questionable, of course, if the 
statute expressly stated that the trans- 
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fer of utility properties could only be 
made after Commission approval, but 
such is not the case. Therefore, if the 
Commission does have jurisdiction of 
the controversy here presented, it is 
necessary to examine this statute and 
determine, first, if the power sought to 
be invoked is not expressed, can it be 
reasonably and fairly implied from the 
language used in the statute; or is it 
necessary for the Commission to have 
this authority in order to enable it to 
exercise and enforce the powers ex- 
pressly granted to it? In the first sen- 
tence of subsection (1) of the afore- 
said statute it is stated, “The Public 
Service Commission shall regulate 
utilities and enforce the provisions of 
this chapter.” In subsection (2) it is 
stated, “The jurisdiction of the Com- 
mission shall extend to all utilities in 
this state. The Commission shall have 
exclusive jurisdiction over the regula- 
tion of rates and service of utilities, 
but with that exception, nothing in 
this chapter is intended to limit or re- 
strict the police jurisdiction, contract 
rights, or power of cities or political 
subdivisions.” Subsection (3) says, 
“The Commission may investigate the 
methods and practices of utilities to 
require them to conform to the laws of 
this state and to all reasonable rules, 
and regulations and orders of the Com- 
mission not contrary to law.” 


The power to regulate utilities rests 
in the state, which power the state by 
its legislative body may delegate to the 


Public Service Commission. The 
state’s power to regulate utilities is 
derived from the fact that the chief 
characteristic of a utility is that of pub- 
lic use or service, and it is well settled 
that the state may control and regulate 
utilities to promote and protect the 
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health and comfort, welfare and safety 
of the people. The power of the state 
to regulate utilities does not, however, 
extend beyond the right to regulate 
the service rendered and the charge 
therefor, the right to prevent discrim- 
ination upon the part of the utilities 
against its customers, and the right to 
make rules or orders governing the 
conduct and practices of the utility, for 
the purpose of building up and main- 
taining its efficiency in the interest and 
welfare of the people it serves. 

It appears to this Commission that 
it would be powerless to carry into ef- 
fect any sort of reasonable regulation 
of a utility within the above-specified 
limitations without the authority to 
pass upon the desirability of one util- 
ity to sell its physical assets to another 
utility. To say that this authority is 
not necessary in order to regulate the 
utilities within the recognized and 
legitimate scope of regulation is to take 
from a regulatory body its principal 
power to promote the efficiency and 
practices of the utilities to the end that 
the utility can better and cheaper serve 
the public. 

It is the opinion of the Commission 
that it is necessary to have the author- 
ity to approve or disapprove, as the 
facts in each case warrant, the transfer 
of utility properties in order to enable 
the Commission to exercise and en- 
force its expressly granted regulatory 
powers as to the practices, methods, 
service, rates, and efficiency of utilities 
in the interest of the general public. 

For the above reasons, it is the opin- 
ion of the Commission that it does 
have jurisdiction of the subject matter 
of the joint application before it in this 
case. 

[2, 3] As before mentioned, the 
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Jackson Purchase Rural Electric Co- 
Operative Corporation in its applica- 
tion sought the Commission’s author- 
ity to purchase Solomon’s properties. 
Solomon has not offered to sell to 
Jackson Purchase and the Commission 
knows of no authority which would 
enable it to order Solomon to sell his 
utility properties to any party other 
than his own choice which in this case 
is the Kentucky Utilities Company. 

In a consideration of the joint ap- 
plication of the Kentucky Utilities 
Company to purchase, and Mr. 
Solomon to sell to it, his utility assets 
this record shows that the Kentucky 
Utilities Company is amply able to ren- 
der the some seven hundred consumers 
good and adequate service—a great 
improvement over what. they are 
presently receiving, or will receive in 
the immediate future, from Mr. 
Solomon and at a rate which this Com- 


mission has heretofore approved as 


reasonable. The Commission is ad- 
vised from its records that in the ac- 
quisition, over a period of years, of 
numerous small utilities situated in all 
parts of the state the Kentucky Util- 
ities Company has been able to build 
a unified and very efficient utility serv- 
ing hundreds of large and small com- 
munities and rural areas throughout 
the state with electric energy and ren- 
dering adequate service at a reasonable 
rate. The Commission would look 
with favor upon this joint application, 
in fact, would be anxious to approve 
it if only the two utilities were in- 
volved. It should always be remem- 
bered that in every transaction of a 
public utility or in every controversy 
involving a public utility the general 
public, and especially the ratepayers of 
the particular utility, are interested 
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parties. One of the principal functions 
of a regulatory Commission, such as 
the Public Service Commission, is to 
guard and protect the interest of the 
general public, in this particular in- 
stance, the interest of the consumers of 
the Solomon system. The consumers 
of the Solomon system are almost unan- 
imously opposed to the acquisition 
of the electric facilities which serve 
them by the applicant company. 
Solomon’s properties would be prac- 
tically worthless without his seven 
hundred consuming ratepayers. These 
ratepayers or the right to serve them 
is in a real sense the subject matter of 
this contract. It is the opinion of 
the Commission that in any transac- 
tion wherein it is proposed to transfer 
not only the physical assets of one util- 
ity to another but also the ratepayers, 
the rights and the interests of the con- 
sumers in the matter should be accord- 
ed considerable weight. Solomon’s 
ratepayers point out that they live in 
close proximity to the Tennessee Val- 
ley Authority’s Kentucky dam and 
generating facilities at Gilbertsville 
and some of them had to abandon their 
homes and farms on account of the 
construction of the dam. For these 
reasons they feel that they are morally 
entitled to the use of the electric energy 
generated at the dam, not alone be- 
cause it would, on account of the close 
proximity to its source, give them bet- 
ter service at lower rates, but because 


UTILITIES Co. 


they believe it is, in a sense, their 
energy and they are first entitled to its 
use and enjoyment. 

It is true that the evidence was to 
the effect that Jackson Purchase had 
no definite commitment from the Ten- 
nessee Valley Authority as to when it 
would be able to supply it with power. 
However, Solomon’s customers made 
it clear that they desired to wait for 
the opportunity and the representative 
of the Tennessee Valley Authority and 
the codperative feel that power will 
be available within a_ reasonable 
time. 

The Commission does not know 
when, if ever, the Tennessee Valley 
Authority energy will be available to 
the ratepayers of Solomon’s system, 
but in view of the facts, conditions, and 
circumstances in this case which are 
applicable only, perhaps, to the ap- 
proximately seven hundred consumers 
of the Solomon system in Calvert City 
and vicinity the Commission does not 
feel that it is in the public interest, at 
this time, to grant its approval of the 
joint application. The joint applica- 
tion is, therefore, dismissed. 

Jackson Purchase’s application to 
acquire the assets of the Solomon sys- 
tem is continued for the purpose of 
enabling it and Mr. Solomon to enter 
into negotiations for the sale and pur- 
chase of the property in the event Mr. 
Solomon desires to sell his utility as- 
sets to the codperative. 
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Re Schenectady Railway Company 


Case 14315 
October 18, 1949 


UPPLEMENTAL PETITION for emergency bus rate increase 
S pending final disposition of application for permanent rate 
increase, or in the alternative authority to discontinue city serv- 

ice; petition denied. 


Rates, § 520 — Bus rates — Regular and casual riders. 


1. A rate schedule placing a higher charge against regular users of bus 
service than against casual riders should not be permitted unless completely 


and thoroughly justified, p. 186. 


Service, § 215 — Abandonment — Necessity of Commission authorization. 
2. No public utility company may cease operation without the permission 


of the Commission, p. 187. 


Service, § 231 — Abandonment — Operation at a loss. 
3. A public utility company should not be authorized to abandon operation 
unless it can show that it is unable to operate successfully under any con- 
ditions or under any fare structure which might be proposed, and it is not 
sufficient for it to show merely that it is losing money, p. 187. 


By the Commission: The hear- 
ing in this matter was held by ex- 
aminer Mack and the facts in this case 
are well stated in his opinion which has 
been adopted herein. 

Briefly stated the company seeks a 
further permanent increase in its fares. 
It likewise seeks an emergency increase 
to become effective prior to the de- 
termination of the proceeding, and 
further asks, if such increase be not 
granted, that it be permitted to aban- 
don its city operations. 

[1] The proposal embodied in the 
fare structure differs from any now in 
effect in any municipality in this state. 
It violates a fundamental policy of rate 
making in that it places a higher charge 
against regular users of bus service 
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than against casual users. In rate 
making, as in merchandising, dis- 
counts invariably are based upon 
quantity use. Such a radical departure 
from established principles as that pro- 
posed by the company should not be 
permitted unless completely and 
thoroughly justified. Mounting costs 
of bus and other utility service are of 
great concern and here the burden 
would be placed designedly on those 
who are compelled to use bus service 
to earn their daily bread and butter. 
For such a policy this Commission 
finds no justification. 

Even if such a fare structure were 
justified, the company’s own figures 
do not indicate that its adoption would 
place the company in a sound financial 
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position. The situation is serious. 
The Reconstruction Finance Corpora- 
tion cannot be expected to permit its 
loan to remain permanently, despite 
the fact that loans made by that organ- 
ization are designed to aid companies 
in like financial condition and thereby 
insure continuance of service to the 
public. What action the Reconstruc- 
tion Finance Corporation may take, so 
far as this record is concerned, is large- 
ly a matter of speculation. It was not 
represented upon the hearings and 
have given no direct indication to this 
Commission either as to their desire 
or as to their belief that the granting 
of this application would solve the 
company’s financial difficulties. 
Under its loan agreement the Re- 
construction Finance Corporation has 
broad powers. It can, if it so sees fit, 


place its own management in charge of 
the company. 


It can, of course, fore- 
close their loan. Another possible al- 
ternative would be receivership. That 
the situation is critical is apparent to 
anyone who knows anything about the 
company’s operations. It is not alone 
a question of whether the company can 
pay past indebtedness, but at the pres- 
ent time there is a serious doubt that 
it will have sufficient cash to meet its 
accruing payrolls. No company can 
operate efficiently, irrespective of the 
skill of the management, when it is 
living from hand to mouth. 

We are not finally deciding the case. 
We are acting solely on the company’s 
request for an emergency rate, and 
the case remains open to give any in- 
terested party the opportunity to ad- 
vance any practical suggestion for 
maintaining service in the city of 
Schenectady. 

[2, 3] The company, as an alterna- 
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tive, asks permission to discontinue its 
city service. It does not ask permission 
to discontinue its interurban business. 
In the former proceeding the indica- 
tion was that the Albany-Schenectady 
route was profitable; that the Troy 
route was near the break-even point 
and that the Saratoga route was losing 
money. We again state the company 
should make every effort to sell its 
Saratoga route franchise. 

The law of this state is well settled 
that no utility may cease operations 
without the permission of this Com- 
mission. A utility is not like an ordi- 
nary private business. When a com- 
pany acquires a franchise and the 
property to operate that franchise, its 
property is dedicated to the public use. 
The law of this state does not guar- 
antee a profit to any utility. It does, 
however, provide that a utility is en- 
titled to earn a reasonable rate upon 
its investment after the payment of 
necessary and proper operating ex- 
penses. 

When a utility seeks to abandon its 
franchises or desires to be excused 
from the burden which it has assumed 
to serve the public, it is not sufficient 
for it to show it is losing money; nor 
is it entitled to receive whatever fare 
its management desires. Before con- 
sent can be given to the abandonment 
of its operations, this company must 
show that it is unable to operate suc- 
cessfully under any conditions or un- 
der any fare structure which may be 
proposed. 

It is our opinion that the proposed 
remedy will not save the company. At 
most it might prolong its existence for 
a few days or weeks, but at the cost 
of further loss of customers and a 
lessened hope of adequate service by 
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a well financed bus company in the city by any interested party which affords 
of Schenectady. hope of saving the company. The in- 

This Commission will be prepared stant proposal offers no such hope and 
to act promptly on any sound proposal should be denied. 
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Ex Parte M. W. Munson Water Works 


No. 5237, Order No. 5160 
August 5, 1949 


PPLICATION by water utility for authority to increase rates; 
d \ granted. 


Return, § 115 — Water utility — Reasonableness. 
1. A fair rate of return for a water utility was found to be 6 per cent on 
net plant investment plus a reasonable amount for materials and supplies 
and working capital, p. 191. 

Rates, § 57 — Commission authority — Agreements between utility and munic- 

ipality. 

2. The Commission, in fixing rates, cannot, under the law, be bound or in- 
fluenced in its decisions by an agreement between municipal authorities 
and the owners of the utility, but must consider the case on its own merits, 


p. 191. 


Service, § 480 — Adequacy of water service — Rate increase. 
‘3. An applicant for authority to increase water rates should be required to 
render adequate service, and if a portion of its mains require cleaning, this 
work should be performed at the earliest possible time, p. 191. 


Service, § 216 — Discontinuance of water service — Necessity of Commission 
authority. 
4. Water service to any of the present consumers of a utility may not, 
under the law, be discontinued without conclusive proof that the furnishing 
of that service is in violation of the company’s rules and regulations or is 
detrimental to one or more of the other consumers, and then only upon order 
of the Commission, p. 191. 


Service, § 169 — Multiple services — Resale of water. 
5. The owner of a water utility plant has the right to establish a rule where- 
by only one family is to be served from each service connection and that 
water may not be resold, p. 191. 


> 


By the Commission: In this pro- owns and operates the water system 
ceeding, Mr. M. W. Munson, who in the town of St. Francisville, Lou- 
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isiana, and d/b/a Home Ice and Gin 
Plant, applied for adjustments in water 
rates as follows: 


Fire Hydrants increased from $12 each per 
year to $25 each per year. 


Domestic Consumers, minimum charge of $1 
for 1,000 gallons of water adjusted to $2 
for 2,000 gallons of water. 


All other rates to remain the same 
as those previously filed with this 
Commission, which are: 


Domestic Consumers— 
Next 1,000 gallons 
All over 3,000 gallons ... 


Commercial Consumers— 
Same as Domestic up to 
30,000 gallons 
Next 120,000 gallons .... 20¢ per thousand 
Next 350,000 gallons .... 15¢ “ 5 
All over 500,000 gallons . 13.5¢ “ 


75¢ per thousand 
30¢ per thousand 


The application for these adjust- 
ments in rates was filed on June 16, 
1949, and the case was called for 
hearing at a regular Baton Rouge 
session of the Commission on July 25, 
1949, 

In the interim between the forego- 
ing dates, the accounting staff was as- 
signed to investigate the books and 
records of the water system. It was 
disclosed that Mr. Munson purchased 
the system from the town of St. Fran- 
cisville in 1941 for the nominal sum of 
one dollar with certain understandings 
as to some improvements that were 
to be made. No maps or records of 
any kind were turned over to Mr. 
Munson at the time the plant was pur- 
chased. Therefore, the Commission’s 
staff had no means of ascertaining the 
actual original cost of any of the plant 
that was installed prior to 1941. Mr. 
Munson was requested by the Com- 
mission staff to have an inventory 
made by a competent engineer of the 
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entire plant and to price the old plant 
at the estimated original cost when 
first installed, which was approximate- 
ly 1903. The inventory was made and 
the pricing was verified by the Com- 
mission’s staff and found to be con- 
servative. Installations since 1941 
were priced at original cost supported 
by invoices to which an arbitrary 10 
per cent was added on most items to 
cover engineering, supervision, and 
some portion of the installation costs. 
(The bulk of the newer construction 
was installed on contract.) It was de- 
termined that the portion of the old 
plant that survived as of December 31, 
1948, would have cost approximately 
$27,426.60 when originally installed. 
The staff determined that the approxi- 
mate amount of accrued depreciation 
requirements on that portion of the 
plant was $13,288.60, leaving an un- 
depreciated balance of $14,138. The 
new plant, or plant that was construct- 
ed by Mr. Munson since acquisition in 
1941, cost $33,891.38. The amount 
of accrued depreciation requirements 
on this plant was determined to be 
$6,615.91, leaving a balance of net 
plant of $27,275.47. The total net 
plant was therefore found to be as fol- 
lows : 

Net 
Plant 


$14,138.00 
27,275.47 


Original Accrued 
Cost Depreciation 
$27,426.60 $13,288.60 
33,891.38 6,615.91 


Item 


Old Plant 
New Plant 





Total $61,317.98 $19,904.51 $41,413.47 


Testimony was presented by the 
representatives of the town of St. 
Francisville that in-one section of the 
town the pressure of water, at times, 
became zero and that in some in- 
stances there was a “negative pres- 


80 PUR NS 





LOUISIANA PUBLIC SERVICE COMMISSION 


sure” indicated by suction noise in a 
faucet when opened. It was stated 
that this extremely low pressure, or 
no pressure at all, was caused mainly 
by a 4-inch connection to serve water 
to a railway locomotive which, at 
times, filled its tank at St. Francisville. 
Another apparent cause of alleged low 
pressure is a partial stoppage in a 6- 
inch line about 3000 feet in length 
through which water must pass before 
reaching the area in which the pres- 
sure is in question. 

The testimony pertaining to low 
pressure was refuted by Mr. Munson 
who introduced four pressure charts 
showing that at normal times the 
pressure is in the neighborhood of 68 
pounds per square inch. While the 
locomotive was drawing water, the 
pressure dropped to approximately 10 
pounds for one period of about six 
minutes during the four days that 
the tests were conducted. The wit- 
ness for the town of St. Francisville, 
Honorable Mumford Leake, mayor, 
presented an exhibit that was referred 
to as an “agreement.” This, however, 
is in the form of an understanding be- 
tween the mayor, town council, and 
Mr. Munson, all of whom signed the 
document which reads as follows: 


“Understanding between town coun- 
cil and Morris Munson entered into 
on June 6, 1949. 


“Mr. Munson to apply to Public 


Operating Revenues 
Operating Expenses 
Net Loss from Operations 
6% Return on Net Depreciated Plant 
Deficit in Earnings 


The estimated annual increase in 
revenues at the proposed rates is: 
80 PUR NS 


Service Commission for following 


rates: 
Minimum—$z2 for the 1st 2,000 gallons 


other rates to remain the same 
$25 per year per fire plug until cost 
of cleaning line has been paid. 


“Mr. Munson to do the following : 

“1. Clean out 6-inch main from 
Vinces corner to Amedee Leonard 
corner—approximately 3,000 feet and 
guarantee 95 per cent efficiency. 

“2. Have R. R. discontinue 4-inch 
connecting line and construct storage 
tank with approximately: l-inch con- 
nection. 

“Council will recommend the in- 
creases to the Public Service Commis- 
sion if the conditions are met.” 

A controversy arose as to the true 
meaning and intent of this so-called 
agreement in several respects. In the 
first place, it was pointed out that Mr. 
Munson could not discontinue service 
to any customer without authority 
from this Commission unless rules and 
regulations were violated. Next, it is 
ambiguous as to whether the town 
council was in favor of the increased 
rates before or after the 3,000 feet of 
main were cleaned. Also, neither this 
Commission nor Mr. Munson has any 
authority to order the railroad com- 
pany to construct a water tank. 

The Commission staff pointed out 
that the verified operations of the wa- 
ter system for the two years, 1947 and 


1948, showed the following results: 
1947 1948 


$9,096.67 
10,021.84 


$925.17 


Average 
$8,751.62 
9,456.17 
$704.55 
$2,484.81 
$3,189.36 





Domestic Consumers 
Fire Hydrants 


$1,110.00 
325.00 
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It is important to note that although 
the proposed minimum rate is doubled 
for all consumers, the amount of con- 
sumption for the said minimum is also 
doubled. This means that a former 
bill of anywhere from one dollar to 
$1.99 is increased to $2 and that form- 
er bills of $2 or more will have no in- 
crease. 

During the hearing, Mr. Munson 
pointed out that some owners of rent- 
al properties in the town had one serv- 
ice and one faucet to serve several 
houses. He also stated that such own- 
ers added an amount to the rent of 
each house to represent the supply of 
water. He stated that in such an in- 
stance he receives only the minimum 
for one service whereas several fam- 
ilies are served therefrom. 

[1] After considering the full mer- 
its of the case, the testimony adduced, 
the applicable laws and the public in- 
terest involved, it is the opinion of this 
Commission and the Commission finds 
that : 

1. It is obvious that the applicant 
herein is entitled to relief from his 
presently inadequate rates and it is 
the duty of this Commission, under 
the law, to establish rates that are 
fair and reasonable to all parties con- 
cerned. 

2. The amount of $41,913.47 rep- 
resenting the net plant investment, al- 
though consisting, in part, of an esti- 
mate is equitable. 

3. A fair rate of return in this in- 
stance is 6 per cent per annum on 
the net plant investment plus a rea- 
sonable amount for materials and sup- 
plies and working capital. Such re- 
turn to be over and above all operat- 
ing expenses, depreciation, and amount 
of compensation to the owner-manager 
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consistent with the amount of super- 
vision and work actually performed in 
the operation of the plant. In this in- 
stance an amount of $200 per month 
was included. 

[2] 4. This Commission, in fixing 
rates, cannot under the law, be bound 
or influenced in its decisions by an 
agreement or understanding between 
municipal authorities and the owners 
of a utility. All cases coming before 
the Commission must be considered on 
their own merits. 

[3] 5. The applicant herein should 
be required to render adequate serv- 
ice. Therefore, since it appears neces- 
sary to clean that section of the mains 
referred to in this case, this work 
should be done at the earliest possible 
time. 

[4] 6. Service to any of the pres- 
ent consumers may not, under the law, 
be discontinued without conclusive 
proof that the furnishing of that serv- 
ice is in violation of the company’s 
rules and regulations or is detrimental 
to one or more of the other consumers 
and then only upon order of this Com- 
mission. 

[5] 7. The owner of a water util- 
ity plant has the right to establish a 
rule whereby only one family is to be 
served from each service connection 
and that water may not be resold. 

It is accordingly ordered that: 

1. The rates and charges for water 
service in the town of St. Francisville 
shall be in accordance with the applica- 
tion in this case. These are as fol- 
lows : 

Domestic consumers : 
First 2,000 gallons 


Next 1,000 gallons .. 
All over 3,000 gallons .. 


$2.00 minimum 
..  .75 per thousand 
.30 per thousand 
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Commercial consumers : 
First 2,000 gallons 
Next 1,000 gallons .... 
Next 27,000 gallons ... 
Next 120,000 gallons .. 
Next 350,000 gallons .. 
All over 500,000 gallons 
Fire Hydrants : 
$25.00 each per year 


$2.00 minimum 
75 per thousand 
.30 per thousand 
.20 per thousand 
15 per thousand 
.135 per thousand 


These rates to remain in effect until 
further revised by order of this Com- 
mission. 

2. Mr. M. W. Munson shall, within 
forty-five days from the date of this 
order, have the 3,000 feet of 6-inch 
main referred to herein cleaned and all 
obstructions, if any, removed. 

3. After the main is cleaned as re- 
ferred to in (2) above, the utility 
company shall determine, by proper 
and adequate tests, whether or not the 
4-inch connection for the railroad com- 
pany is detrimental to the adequacy 
of the service to other consumers. If, 
after such tests, the connection is found 
to be detrimental, then proper steps 
shall be taken to correct the situation 
forthwith. Pressure tests shall be 
made in the immediate vicinity of the 
railroad .connection under the super- 


vision of a Commission engineer and 
the results thereof submitted to this 
Commission. 

4. A rule or regulation may be es- 
tablished by the applicant herein and 
made a part of the filed tariff, to the 
effect that one family only is to be 
served from each service connection 
and that water may not be resold. 

5. The original cost of the plant, as 
of December 31, 1948, is hereby es- 
tablished as $61,317.98 and the ac- 
crued depreciation thereon is $19,- 
904.51. The net plant is $41,413.47. 

6. The applicant herein shall keep 
his books in accordance with the Uni- 
form System of Accounts for Water 
Utilities, as adopted by the National 
Association of Railroad and Utilities 
Commissioners at its 1937 Annual 
Convention. 

7. The applicant herein shail report 
the progress of the main cleaning op- 
erations to this Commission each ten 
days until completed. 

8. The adjusted rates and regula- 
tions, as provided herein, shall take ef- 
fect with the first billing date after 
the date of this order. 
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vately managed utilities; 


Industrial Progress 


A digest of information on new construction by pri- 


ilar information re 





to government owned utilities; news concerning pro 


ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel, 


California Electric Power Co. 
Plans to Spend $5,000,000 


"pee ge Etectric Power Co. plans to 
spend about $5,000,000 in 1950 for con- 
struction purposes, according to Albert Cage, 
president. 

Mr. Cage said postwar growth of the com- 
pany’s service area has been phenomenal. He 
cited a gain of 101 per cent in customers in 
the last ten years. 


Large Expansion Proposed by 
Northern Natural Gas Co. 


ORTHERN NaturaL Gas Company, of 

Omaha, Nebraska, is seeking authoriza- 
tion from FPC to expand the capacity of its 
natural gas transmission system north of Kan- 
sas by 130,000,000 cubic feet per day to a total 
of 600,000,000 cubic feet. Estimated overall 
cost of the project is $51,840,000. 


Plant Maintenance Show To Be 
Of Interest to Utilities 


M***. subjects of vital interest to public 
utility and power plant executives will 
be on the program for discussion at the first 
Plant Maintenance Show, which will be held 
in the Auditorium, Cleveland, January 16-19. 

The four-day exposition, which will be held 
concurrently with a four-day conference, is 
the first ever devoted exclusively to mainte- 
nance. The program will be sponsored jointly 
by the American Society of Mechanical Engi- 
neers and the Society for the Advancement of 
Management. 

More than 100 exhibitors will give demon- 
strations of machinery, materials, and meth- 
ods for reduction of costs in plant mainte- 
nance. 

Advance registration cards, which will pro- 
vide admission to both the exhibits and the 
conference, are obtainable without charge from 
Clapp and Poliak, Inc., 341 Madison avenue, 
New York 17. Hotel reservations may be made 
by writing Plant Maintenance Show Housing 
Bureau, Terminal Tower, Cleveland, Ohio. 


G-E Builds Micro-Wave Relay 
Contro! for So. Cal. Edison 


“PUSH-k ~rON” remote control system, in 
which io and wire signals will operate 
eight electric power distribution stations cover- 
ing a 450 mile area, is now being built in the 
General Electric Company’s switchgear divi- 
sions. From one central point, the system will 


control initially 226 and ultimately 384 indi- 
vidual units of electric apparatus. 

The supervisory control system will be in- 
stalled in the Colton station of the Southern 
California Edison Company. From there a 
master control panel will switch on and off 
equipment in the outlying stations as needed 
by the power distribution network. In addi- 
tion to controlling individual pieces of equip- 
ment, the supervisory control system will also 
report the readings on 28 instruments and 41 
alarm indicators at the remote stations. 

Two of the stations, in Redlands and Yu- 
caipa, California, will be controlled by radio 
from the Colton station with equipment built 
by the G-E electronics department, Syracuse, 
New York. 


Electromode Issues Catalogs 
On Electric Heaters 


LECTROMODE CorPpoRATION, 45 Crouch street, 
Rochester 3, New York, has announced its 
new industrial catalog (EC-62) and domestic 
catalog (EC-63). Each catalog contains de- 
scriptions, complete specifications, illustrations 
of the units, and shows typical installations 
of Electromode heaters. 


New Master Kraft Gas Units 


paar Wares, Incorporated, manufac- 
turer of Master Kraft automatic heating 
equipment, is offering a new line of gas-fired 
warm air conditioners and gravity furnaces. 
Master Kraft gas-fired units have been cer- 
tified in each particular by the AGA Labora- 
tories and are capable of burning all types of 
gases with their multi-port burners. They are 
offered in three distinct models, Master Kraft 
gas-fired warm air conditioner, Master Kraft 
gas-fired warm air furnace, and Master Kraft 
Hi-Boy gas-fired war air conditioner. 

For further information, write to Harvey- 
Whipple, Inc., Springfield 1, Massachusetts. 


Gulf Completes $35,000,000 
Expansion in Ohio 


HE two Ohio refineries of the Gulf Refin- 

ing Company, at Toledo and at Cincinnati 
have just completed an 18-month program of 
expansion and modernization which cost in 
excess of $35,000,000. 

Sixteen new refining structures, buildings, 
and plant extensions have erected at each 
refinery, as well as additional tankage which 
increases petroleum storage capacity by 50,- 
000,000 gallons. 

The production capacity of the Toledo re- 
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finery has been increased from 1,008,000 to 1,- 
680,000 gallons of petroleum products a day. 
At Cincinnati the daily output can be in- 
creased from 1,000,000 to 1,168,000 gallons. 


Cory Announces New 
Electric Dishwasher 


C= CorporaTIon, Chicago, is now offering 
a new electric dishwasher which accord- 
ing to the announcement, threatens to revolu- 
tionize the dishwashing habits of the average 
American family, 

The new unit, known as the “Cory Matic 
Maid,” is completely portable—weighing only 
25 pounds. It involves no complicated space, 
plumbing, or installation problems, but instead 
operates on the drainboard of any ordinary 
size kitchen sink. It is said to wash dishes as 
efficiently as any automatic dishwasher now 
on the market—and will retail for only $89.95. 


Shipments of Gas Ranges 
Reach All-Time High 


A noractumms’ shipments of gas ranges 
reached an all-time high in October when 
260,000 units were shipped, according to pre- 
liminary reports received by the Gas Appli- 
ance Manufacturers Association. Previous 
highest monthly shipments were reached in 
May, 1948, when 257,800 units were shipped and 
October, 1948, when 257,500 gas ranges were 


shipped. October shipments exceeded by 78 
per cent the 1936 to 1940 prewar average 
October shipments. 

Substantial upward trend in 
started in July and have made progressive 
gains every month since that date. Gas range 
manufacturers reported backlogs of orders in 
August and the majority of dealers have been 
on allocation since August. 

Among the factors which helped to increase 
gas range sales in the third quarter of 1949 was 
the nationwide “Old Stove Round Up” pro- 
moted by the Gas Appliance Manufacturers 
Association and the American Gas Association . 
in which 30 manufacturers, 300 gas utilities, 
and approximately 40,000 dealers participated. 
The objective of the campaign was to sell 1,- 

gas ranges and the quota is expected 
to be exceeded by the end of the year. 


Giant Mobile Transformer Made 
By General Electric 


GIANT mobile transformer which can be 

rushed to the scene of a transformer 
failure on a power system making it possible 
to restore electric service within ten minutes 
after arrival has been completed by the Gen- 
eral Electric Company. 

The 22-ton portable transformer, which was 
built for the Central Vermont Public Service 
Corporation, is mounted in a semi-trailer and 
will be moved by a tractor-type truck. Normal 
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This advertisement is under no circumstances to be considered as an offering of these securities 
for sale, or as a solicitation of an offer to buy any of such securities. 
The offering is made only by the Prospectus. 


1,500,000 Shares 


The Southern Company 


Common Stock 


Par Value $5 per Share 


Price $11.95 per Share 


Copies of the Prospectus are obtainable from the Undersigned. 


Lehman Brothers 


A. G. Becker &9 Co. 


W.E. Hutton €% Co. 


Blair €% Co., Inc. 
. Hallgarten €% Co. 


Dick €? Merle-Smith 
Hayden, Stone €% Co. 
Lee Higginson Corporation 


Paine, Webber, Jackson€? Curtis Schoellkopf, Hutton &% Pomeroy, Inc. 


December 1, 1949. 
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...and one reason is the correct full-crawler all-welded wheel-type 
design that has enabled CLEVELANDS to deliver cleaner, 
straighter trench at less cost over long continuous periods of time 
on thousands and thousands of jobs. 


...and another reason is CLEVELANDS smooth-flowing reliable 
power, directly applied without waste or loss and delivered 
through husky, efficient transmission units. CLEVELANDS give 
you a multitude of power and speed applications to wheel and 
crawlers that guarantee the correct amount of power and speed 
for every digging and operating condition. 

a For Details and Specifications see your local CLEVELAND distributor. 
es 
we 
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THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE + CLEVELAND 17, OHIO 
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open your Denn -Union Catalog 


--= you'll find what you 
need in the Complete line 


The wide variety offered in the 


Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment .. . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion. 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc: 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


PENN-UNION 


COnOwUC T coe ee ee ee 
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speed for the unit is 40 miles per hour. It was 
made by the G-E transformer and allied prod- 
ucts divisions. 

In operation, the huge mobile unit would be 
dispatched to any remote location on the 
power system, where lightning or other acci- 
dent has caused a sudden transformer failure. 

While the tractor-trailer is en route, a re- 
pair crew at the scene of the damage would 
disconnect power lines to the disabled trans- 
former. 

When the portable transformer arrived, it 
would be connected into the system and normal 
service resumed. 


Clary Introduces New Credit 
Balance Adding Machines 


"Tv new credit balance adding machines— 
the first to visually indicate credit balance 
in color—have been placed on the market by 
Clary Multiplier Corporation, San Gabriel, 
California. 

Guess work in credit balance operations is 
eliminated by the new Clarys, which are en- 
tirely automatic as well as all-electric, A bright 
red signal above the keyboard flashes the in- 
stant a credit balance is reached. In addition, 
all subcredits and total credits are printed on 
the tape in stop-light red with identifying sym- 
bols also in color to distinguish them from 
the black positive totals. 

All totals, whether debit or credit, are spaced 
apart from entries so they stand out on the tape 
like headlines. It is possible on the Clary to 
start with either a plus or a minus amount and 
add to or subtract from it. Whenever more is 
subtracted than has been added, the red signal 
won through the tiny window above the key- 
board. 


REA Loans Announced 


T= following’ loans totaling $25,219,000 
were approved recently by the Rural Elec- 
trification Administration : 

Fulton County Rural Electric Membership 
Corporation of Rochester, Ind., $15, 

Lyon County Electric Codperative, Inc., Em- 
poria, Kans., $71,000. 

Sho-Me Power Corporation, Marshfield, 
Mo., $2,000,000. 

Central Electric Power Coéperative of Linn, 
(Mo., $11,350,000 

Karnes Electric Cooéperative, Inc., Karnes 
City, Texas, $212,000. 

Trico Electric Codperative, Inc. of Tucson, 
Arizona, $600,000 

East Kentucky Rural Electric Codperative 
Corporation of Danville, Ky., $10,265,000. 

Somerset Rural Electric Codperative, Inc. of 
Somerset, Pa., $706,000. 

The funds will be used for rural electric 
facilities, including 401 miles of distribution 
line to serve 1,471 new rural consumers; for 
generating plants and 1,251 miles of 69 KV and 
182 miles of 154 KV transmission lines; for 
system improvements, including 30 miles of new 
tie line; for headquarters facilities, installation 
of two-way radio communications, and the 
completion of previously approved construc- 
tion. 
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NEW MODELS...NEW VALUES ! 
See the new line of PUEDE) by Fedo Rated Trucks 


Compare Dodge low prices with competition 





tee 


Be sure to see the new line of Dodge 
"Job-Rated” trucks. 


Check their many new features and 
advantages. See why they are today’s 
biggest truck values. 


New Synchro-Shift 3-, 4- or 5-speed trans- 
missions —"‘Job-Rated”’ for the load. Smooth, 
silent, easy to shift. Get behind the wheel 
... feel the difference. 


New Steering Column Gearshift on 1-, 34- 
and 1-ton models. Real handling ease. 
Safe, fast operation. 


Short Turning Diameters: As low as 38 feet 
for right or left turns. Compare this great 
advantage with competition. 


Top Performance with Economy: Each truck 
is powered with a "‘Job-Rated”’ truck engine. 
Your power matches your load. 


Cyclebonded Brakes (no rivets): Brake 
linings last longer. No scored brake drums. 


These new trucks are priced with the 
lowest. But remember! It’s what you get 
for what you pay that counts. 


Below are just a few of the reasons why 
these new trucks are such great values. 


6. 


7. 


New Splash- and Dust-proof Electrical 
Systems: All parts and connections posi- 
tively protected. Extra high output gen- 
erators and coil; resistor-type spark plugs. 


*Pilot-House”’ Cabs: Rear-quarter windows 
and 890 sq. in. windshield give all-’round 
vision. Vent wings for controlled ventila- 
tion. Youride in comfort oma big 57-inchseat. 


Ss . £9 ; 


See your Dodge dealer. Let him show ALL 


the new Dodge advantages . . . 


and why 


Dodge trucks give lowest operating costs. 


He’ll give you a good deal on any one of 366 


Dodge chassis and body models. 
Low down payments. Low monthl 


pay- 


ments. Liberal allowance for your used truck. 


For the good.of your business... 


Switch to BOBGEE vob-Rated’ TRUEKS 
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1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 


Many of these problems can become routine 
with the help of our experienced organization. 


Why not write today for a copy of our leaflet 
“W hat we do—How we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 
Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in’ all Principal Cities 




















UNSTRAND 


For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform + Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
=~ most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


SS 
SS 
~ 


~S 
>) 
— 


Se 


ERE, 
> 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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PLAYROOM for a 
HEAVYWEIGHT 


It’s a lively chunk of deadweight, this big boiler lead 
from a superheater outlet at the stop and check valve 
. .. in the new Southwark station of the Philadelphia 
Electric Company. It requires “playroom”. From its 
position when cold to its position at 900°F., this piping 
travels through all three planes — vertical, lateral and 
longitudinal. 

At every point of its travel, the weight of this 
piping is fully supported by Grinnell Constant-Support 
Hangers. Yet, because of their compact design, little 
extra “playroom” need be allowed in which to install 
the hangers. 

Write for the new Grinnell Pipe Hanger Catalog 
10-D, containing every pipe hanger, part and accessory, 
with full instructions for easy selection and correct 
specification. 


GRINNELL 


| CONSTANT-SUPPORT 


HANGER 

the ONLY 
constant-support 
pipe hanger 


provides constant sup- 
port to piping subject to 
vertical movement — in 
all ‘‘hot’’ and ‘‘cold”’ 
positions. 

maintains full safety 
factor in supporting high 
temperature, high pres- 
sure piping. 
non-resonant and energy 
absorbing. 
mass-produced from 
standard precision parts. 
individually calibrated 
for each installation. 
load-adjustment features 
incorporated into design. 
three models meet en- 
tire range of load-travel 
specifications. 
minimum headroom 
required. 


GRINNELL 


Grinnell Company, Inc., Providence, R. 1. Branch warehouses: Atlanta * Buffalo* Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston 
long Beach * Los Angeles * Milwaukee * Minneapolis * New York * Oakland * Philadelphia * Sacramento * St. Louis * St. Paul * San Francisco * Seattle * Spokane 
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AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 


OF PRESSURE, TEMPERATURE, 
iB LIQUID LEVEL ETC. i 


% SIMPLE TO ADJUST FORTHE #& 


mn SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


a WRITE FOR CATALOG GOO, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41], ILL 


OR OR ORC OMe CnC mOROnOROROnOCHOMOnOnOnOnOnOmenOnen® 
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KINNEAR)” 
mi 


ROLLING 
| DOORS 


They open upward... 
coil out of the way... = 
save floor and wall 
space . . . feature all- 
metal ruggedness that 
gives extra years of 
low-cost operation ! 

























Opened, closed, or in action—Kinnear Rolling 
Doors offer many advantages that are quickly 
recognized in any type of building. 

They open straight upward, coiling compactly 
above the doorway. They clear the entire open- 
ing, and remain «.. of reach of damage by 
wind or vehicles. 

They require no floor or wall space for oper- 
ation. Surrounding space is fully usable at all 
times. 

When closed, Kinnear’s rugged, all-steel inter- 
locking-slat curtain gives extra protection 
against fire, theft, storms and other hazards. 
Operation of Kinnear Rolling Doors may be 
manual, mechanical (by chain or crank) or 
electrical. Motorized doors offer maximum 
convenience; push-button controls may be used 
at any number of desirable points. Write for 
full information. 


The KINNEAR Manufacturing Company 
2060-80 Fields Ave., Columbus 16, Ohio 

1742 Yosemite Ave., San Francisco 24, Cal. KINN EAR 

Offices and Agents in All Principal Cities. — paereateniaemanad 











REMOTE CONTROL 


Saving Ways in Doorways 
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Whe 
Analysts 
Journal 





for every well-informed 
Publie Utility Executive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 
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MECHANICAL 
RACK RAKE 








Warer users 
: troubled with trash are 


invited to write for 
new descriptive rack 
rake catalog. 














NEWPORT NEWS 








Tre Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 
per shift can, under ordinary condi- 
tions, keep the racks clean for a 
dozen bays. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 











DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 , 








g¢ ford, Bacon & Davis 
BED} vauuations Engineers courtgerio™ 


NEW YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas . i 
Hydraulic, Sanitation Serving Utilities and Industrials aos, , Reports 

. and Construction . ersonnel Relations 
— man Gin Benuete Reading @ New York @ Houston Original Cost ‘ 
Feed Water Treatment Philadelphia © Washington Accident Prevention 

















Mention the FortnicHt.ty—It identifies your inquiry 





December 22, 1949 ' Public Utilities Fortnightly 


PROFESSIONAL DIRECTORY (continued) 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 


Reports Designs Management 


NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 








—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF wars 
OVERHEAD UNDERGROUND CHEMICAL CONTROL 
CONSTRUCTION MAINTENANOB PHILADELPHIA TREB TRIMMING 
BALL FIELD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











Soe Hu lj Tenn lopoudion 


CONSTRUCTORS 


ENGINEERS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 
(Professional Directory Continued on Next Page) 
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N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














Pioneer Service satiate Co. 


CONSULTING, DESIGNING AND —: SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING \ | INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET. 





DESIGNING * ENGINEERING * CONSTRUCTION 
PIPING * EQUIPMENT ¢ SURVEYS ¢ PLANS 
Complete Plants, Additions or Installations . 


very detail geared to more profitable operation. 


See Sweets Files, Refinery Catalog, etc for details 





SANDERSON & PORTER 
ENGINEERS 
AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
perpen ee 
» Sewage and Industrial Waste Problems 
Alcnelas, Refuse Incinerators, industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS: REPORTS RA RATES 


231 S. LASALLE St., CHicaco 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, re -— and re 
ports, desi on of con- 
struction SP paplie Waite Properties 


4706 BROADWAY 


KANSAS CITY, MO. 


A. S. SCHULMAN ELECctTRrIc Co. 


Contractors 


TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. Cxicaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 











UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VA — STUDIES — REPORTS — 
SIGN — SUPERVISION 


UTI ames — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 





a 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
pete connection with, Reports 
reciation, fixed capital 





MB - -, et, depreciation security issues. 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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Answers to questionnaire on utility policies, 
accounting, and other matters, 
Inflation and depreciation in public utility 
rate making, 686. 


DIVIDENDS, 
Financing as you go, 474. 


EARNINGS, 
Earnings dilemma of “stable” water com- 
panies, 37. 
Financing as you go, 474. 
Small, on new investment of electric utili- 
ties, 816. 


EBASCO SERVICES, 
History of Ebasco Services, 638. 


ECONOMICS, 
Economic readjustment—healthy readjust- 
ment, 240. 
Inflation question again, 301. 


EDISON ELECTRIC INSTITUTE, 
EEI chief speaks out at tenth anniversary 
conference, 649. 
More echoes from meeting, 179. 
Retiring EEI president addresses conven- 
tion, 46. 
Views expressed at convention, 117. 


ELECTRICITY, 

Abatement of nuisance of atmospheric con- 
tamination, 208. 

America’s fastest-growing industry, 48. 

Commissioners’ views on electric rates, 376. 

Developments in field of electric and gas 
utilities, 678. 

Federal-power industry agreement, 164. 

Fuel and energy shortages, 512. 

Government propaganda technique in public 
power, 465 

Missouri assistance plan for co-op codrdina- 
tion, 2/. 

. New England water power, 728. 

New installation to meet surging demand 
for increased service in Toledo, 80 

1949 electric utility financing better bal- 
anced, 638. 

Ownership of electric companies, 851. 

Power for Soviet farms, 15 

Power fund fight, 224. 

Public power inventory in Nebraska, 201. 

Questions about electric industry, 824. 

“Rationalizing” electric rate increases, 40. 

Retiring EI president addresses conven- 
tion, 46. 

Semi-outdoor 


electric generating 
plant, 47. 


steam 


ELECTRICIT Y—continued 
Senate votes funds for public lines, 357. 
Seventy years of Edison’s electric light, 487. 
Socialization of American power industry, 
Statement of principles for electric power 
industry, 823. 
Subtle drive for socialized electric power, 


146. 
= trolleys and the electric business, 


TVA as yardstick for other authorities, 267. 
TVA idea, 509. 
bie expressed at EEI convention, 117, 


West coast looks to coal fuel, 785. 
1, ne power will stall the utili- 
ties, 


EMPLOYEES, 
Indiana plan for training industry execu- 
tives, 135 
Selling the company to employees and stock- 
holders, 242 
Top management tips from employees, 629. 


EXEMPTION, 
How to balance repeal of wartime excise 
taxes, 333. 


FEDERAL COMMUNICATIONS COM- 
MISSION, 
Ban on radio give-aways, 360, 430, 499. 
Rules on sale of radio stations altered, 34. 
Senate passes FCC reform measure, 299. 


FEDERAL GOVERNMENT, 

Commissioners’ views on Federal aid to 
small telephone companies, 372. 

Commissioners’ views on Federal interven- 
tion, 373. 

Commissioners’ views on Federal-state co- 
Operation, 374 

Economic expansion bill, 31. 

Federal-power industry agreement, 164. 

Government propaganda technique in public 
power, 465. 

Power fund fight, 224. 

Reorganizing the commissions, 225. 

Socialization of American power industry, 
215, 288. 

State and Federal relations as to conserva- 
tion, > 

= drive for socialized electric power, 


FEDERAL POWER COMMISSION, 
Bid for added power over natural gas, 534. 
Gas producers fear Olds, 577. 
Reorganizing the commissions, 225. 
Senate action on Olds’ nomination, 32. 
Wallgren appointment to commission, 715. 


FEDERAL RESERVE BOARD, 
Chairman wants to aid equity financing, 307. 


FINANCING, 
See also Securities. 
Annual review of transit operations, 432. 
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RATES—continued 

Current developments in rate regulation dis- 
cussed at Bar Association convention, 673. 

Higher taxes mean higher rates, 342. 

Inflation and depreciation in public utility 
rate making, 

“Rationalizing” electric rate increases, 40. 

— rate regulation during inflation, 
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RECLAMATION BUREAU, 
Resignation of Secretary Krug, 809. 


REFUND, 
Commissioners’ views on rate refunds, 378. 


REGULATION, 

Air transportation regulation under Civil 
Aeronautics Act, 695 

Commissioners’ views on progress in regu- 
lation, 382. 

Commissioners’ views on small company 
regulation, 384. 

Courts in relation to utility regulation, 856. 

Current problems discussed at Bar Associa- 
tion meeting, 665. 


RIVERS, 
Columbia Valley Administration proposal, 
756, 766. 


RURAL ELECTRIFICATION, 
Missouri assistance plan for co-op co6drdina- 
tion, 27. 
REA capital credits program, 349. 


RUSSIA 


Power for Soviet farms, 15. 


SAFETY, 
mead views on safety regulation, 
9 


Transit angles on safety precautions, 441. 


SECURITIES, 

See also Financing; Holding Companies. 

Annual review of transit operations, 432. 

Answers to questionnaire on utility policies, 
accounting, and other matters, 588 

Brochures and analyses issued, 364. 

Capital formation and sources of funds, 369. 

Commonwealth & Southern educates invest- 
ing public on subsidiary stocks, 500. 

Criticism of insurance companies’ utility in- 
vestments, 232. 

Equity capital worries Congress, 31. 

Fifty per cent phone debt ratio “safe,” 107. 

Financing as you go, 474. 

Financing utility capital requirements, 636. 

FRB Chairman wants to aid equity financ- 
ing, 307. 

Gas security regulation, 635. 

Gas trends in 1949, 583. 

How a utility company raised common stock 
capital, 7 777, 

Kind and quantity of utility data desired by 
analysts, 719. 

1948 review of the gas industry, 584. 


SECURITIES—continued 

1949 electric utility financing better bal- 
anced, 4 

— of raising money for public utili- 
ties, 3. 

Raising new capital for postwar service and 
construction program, 613. 

Supreme Court decision in Engineers Case 
— SEC “investment value” theory, 


108. 
Utilities still blue-ribbon attractions for in- 
vestors, 315. 


SECURITIES AND EXCHANGE COM- 
MISSION 
Reorganizing the commissions, 225. 


SERVICE, 
Commissioners’ views on gas service, 377. 
Commissioners’ views on postwar service, 


Commissioners’ views on telephone service, 


Expansion in the Southland, 281. 

Plant margins and preventive maintenance 
to insure against service breakdowns, 791. 

Problems for small telephone companies, 87. 

Raising new capital for postwar service and 
construction program, 613. 


SMOKE, 
Abatement of nuisance of atmospheric con- 
tamination, 208. 


SOCIALISM, 
Businessmen urged to aid transit to avoid 
socialization trend, 403 
Socialization of American power industry, 
215, 288. 
— drive for socialized electric power, 
46 


Whether public will ever get wise to, 120. 


STATES, 
Commissioners’ views on Federal-state co- 
6peration, 374 
State and Federal relations as to conserva- 
tion, 542 


STATISTICS, 
Annual statistical publications, 302. 


STOCKHOLDERS, 
Greeting the new stockholder, 312. 
Ownership of electric companies, 851. 
Selling the company to stockholders, 242. 


STOCKS, 
See Securities. 


STORMS, 
Missouri assistance plan for co-op codrdina- 
tion, 


STREETCARS, 
See also Transportation. 
Music in transit, 418. 
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STRIKES, 
— keeps its public utilities running, 


TAXES, 
Commissioners’ views on taxes, 382, 384. 
Excise taxes and the co-ops, 165. 
Higher taxes mean higher rates, 342. 
How to balance repeal of wartime excise 

taxes, 333 

New bill to remove excise taxes, 296. 
Spreading tax exemptions, 877. 


TELEGRAPH, 
Western Union plans changes, 35. 


TELEPHONES, 
Commissioners’ views on Federal aid to 
small telephone companies, 372. 
aw views on telephone rates, 
379. 


Commissioners’ views on telephone regula- 
tion, 379 

eee views on telephone service, 
380. 

Committee hears Hill Bill advocates, 34. 

Congress passes REA phone bill, 580. 

Current developments in communications 
field discussed at Bar Association conven- 
tion, 673. 

House passes phone bill, 167. 

Industry problems, 106. 

Joker in phone bill, 497. 

Plan to aid small phone companies, 297. 

Problems for small telephone companies, 87, 


04. 
Public utility oddities, 99. 
Radiotelephone network, 33. 
Raising new capital for postwar service and 
construction program, 613. 
Rate regulation during inflation, 155. 
REA farm phone bill, 297. 
REA phone loans, 812. 
Task group formed, 360. 
The independent view, 242. 


TELEVISION, 
Charges color video held back, 360. 
Television must stress “vision,” 169. 
Video interconnections held unlawful, 430. 


TENNESSEE VALLEY AUTHORITY, 
TVA idea, 509. 
TVA as yardstick for other authorities, 267. 


TOLEDO, 
New installation to meet surging demand for 
increased service, 80. 


TRACKLESS TROLLEYS, 
— troileys and the electric business, 


TRANSPORTATION, 

See also Motor Carriers. 

Air transportation regulation under Civil 
Aeronautics Act, 6 698. 

American Transit meeting, 648. 

Annual review of transit operations, 432. 

Businessmen urged to aid transit, 403. 

Crisis in transit, 412. 

Good transit is good business, 445. 

Music in transit, 418. 

Natural gas, as essentially a transportation 
industry, 551. 

Passing of Frisco cables, 446. 

Postwar transit progress, 399. 

Public utility oddities, 102. 

Reorganization proposals of Hoover Com- 
mission, 104. 

Satellite cities threaten metropolitan trans- 
port, 

— trolleys and the electric business, 
274 

Transit angles on safety precautions, 441. 


UNIONS, 
See Labor. 


VALUATION, 
Commissioners’ views on valuation, 384. 
Supreme Court decision in Engineers Case 
> SEC “investment value” theory, 


VIRGINIA, 
Keeps public utilities running, 843. 


WAGES, 
Senate increases wage-hour exemption, 429. 


WATER, 
California looks to the sea, 69. 
Earnings dilemma of “stable” water com- 
panies, 37. 


WATER POWER, 
Coren ies, Valley Administration proposal, 
New England water power, 728. 
Three-way feud on river development, 427. 
bed authorities, congressional proposals, 
634. 


YOUTH, 
—— plan for training industry executives, 














THE ONLY VERTICAL 
BOOM DITCHER 


- . —_ en td 


discharges on either side 


digs clean—leaves no ramp . 


Here's an exclusive ditcher feature that saves as coral rock — down to 8 feet, 3 inches; widths 
a lot of hand labor. The Barber-Greene’s verti- up to 24 inches. Feeding speeds range from 10 
cal boom digs straight down, right up to walks, inches to 8 feet per minute. 
foundations, underground piping and mains, An adjustable spoils conveyor discharges on 
etc. There’s no ramp to run up digging costs. either side, and the automatic overload release 
Closely spaced, self-cleaning “kick out"’ protects both the machine and hidden objects. 
buckets, traveling at high rate of speed, cut like Find out how this compact, maneuverable, 
a milling machine . . . leave a clean-walled easily controlled unit can keep your trenching 
trench. It's this efficient operating principle that costs down ... and what varied work it will 
gets the B-G Ditcher through materials as tough perform. 87A 


BARBER+-GREENE7 COMPANY» AURORA, ILLINOIS 
eo Wiffin Ah, Se 


Nd LOADERS PERMANENT CONVEYORS PORTABLE CONVEYORS COAL MACHINES BITUMINOUS PLANTS FINISHERS DITCHERS 








This is the story that Portland General 
Electric Company of Portland, Oregon tells 
about capacitors: 

“Our interest in capacitors goes back be- 
fore the war. We made some system studies 
at that time which indicated that, as loads 
increased, conditions on our distribution 
system should be improved. In a moderate 
way, we had installed capacitors to test 
this out—to increase system capacity and 
to improve voltage levels. 

“This experience served the company well 
during the difficult war years. Heavy loads 
taxed system capacity to the limit. Equip- 
ment to gain additional capacity was almost 
out of the question, and it was only by in- 
stalling capacitors that we met demands. 

“Since the war, loads have continued to 
increase, additional capacitors have helped 
make it possible to meet this demand. Not 
only have capacitors been installed on our 
own distribution system but by offering a 


rate structure that makes capacitors an 
attractive investment to some industrial 
users we have been successful in improving 
the power factor of industrial loads. 

“In hydroelectric areas such as ours, 
where large biocks of power must be trans- 
mitted over long distances, the generation 
of kilovars at or near the load is especially 
important. 

“To date we have installed 97,630 kvar 
in capacitors—which compared to our 
109.000 kw peak of last December gives us 
a 24 per cent ratio between connected kvar 
and peak kw. Of these capacitors 59,380 
kvar are fixed, 38,250 kvar are switched. 

“Our experience with capacitors demon- 
strates they release system capacity inex- 
pensively, permitting us to reduce our costs 


per kw delivered, they improve voltage con- 


ditions, they are installed quickly and are 
completely reliable. We consider them a 
desirable investment.” 





Apporatus Department, General Electric Company, Schenectady, New York 
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